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MINISTRY OF LAW AND JUSTICE 

(Legislative Department) 
New Delhi, the 16th March , 1989 /Phalguna 25 , 1910 ( Saka) 
The following Act of Parliament received the assent of the President 
on the 15th March , 1989, and is hereby published for general informa 
tion : 
THE DIRECT TAX LAWS (AMENDMENT) ACT, 1989 
No 3 of 1989 

[ 15th March , 1989. ) 
An Act further to amend the Income -tax Act, 1961, the Wealth - tax 

Act, 1957 , the Gift-tax Act, 1958 and the Direct Tax Laws 
(Amendment) Act, 1987, 

BE it enacted by Parliament in the Fortieth Year of the Republic of 
India as follows : 

CHAPTER I 

PRELIMINARY 
1 . (1 ) This Act may be called the Direct Tax Laws (Amendment) 
Act, 1989 . 

( 2) Save as otherwise provided in this Act, sections 2 to 31 and 33 to 
96 shall come into force on the 1st day of April , 1989 . 

CHAPTER II 
AMENDMENTS TO THE INCOME -TAX ACT, 1961 
2 . In gection 2 of the Income-tax Act, 1961 (hereafter in this Chapter 
referred to as the Income-tax Act ), - 

(a ) in clause (24 ), - 

(i) in sub -clause (iia ) [as amended by section 3 of the 
Direct Tax Laws (Amendment) Act, 1987 ), for the words, brac 
kets , letters and figures " or by a trust or Institution of national 
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Importance referred to in clause (d ) of sub -section ( 1 ) of me 
tion 80F " , the words, brackets, figures and letter " or by an auto 
ciation or institution referred to in clause (21 ) or clause ( 23 ) , or 
by a fund or trust or institution referred to in sub -clause ( iv ) or 
sub - clause ( v ) of clause (23C ) , of section 10 " shall be substituted ; 


( ii) after sub - clause ( iii) , the following sub -clauses shall be 
inserted and shall be deemed to have been inserted with effect 
from the 1st day of April, 1962 , namely : -- 

" (ttia ) any special allowance or benefit, other than par 
quisite included under sub -clause (iii) , specifically granted 
to the assessee to meet expenses wholly , necessarily and 
exclusively for the performance of the duties of an office 
or employment of profit ; 

( iiib ) any allowance granted to the assessee either to 
meet his personal expenses at the place where the duties of 
his office or employment of profit are ordinarily performed 
by him or at a place where he ordinarily resides or to com 
pensate him for the increased cost of living;" ; 


4 of 1988 . 


(b ) in clause (25 ) [as substituted by clause (k ) of section 3 of 
the Direct Tax Laws (Amendment) Act , 1987 ], the words, brackets 
and figure " sub -section (1) of" shall be omitted and shall be deemed 
to have been omitted with effect from the 1st day of April, 1988 ; 


4 of 1988. 


(c ) in clause ( 37A ) [as amended by clause (o ) of section 3 of 
the Direct Tax Laws (Amendment) Act, 1987), 

( A ) in sub -clause (i) , the words, figures and letter " or 
section 167A " , wherever they occur, shall be omitted ; 


be on the image hal beras med 


( B ) in sub -clause (ii) , the figures and letter " , 194E " shall 
be omitted and shall be deemed to have been omitted with effect 
from the 1st day of April , 1988. 


Amend 
mont of 
section 3 . 


3 . In section 3 of the Income-tax Act [as substituted by section 4 of 
the Direct Tax Laws (Amendment) Act, 1987 ), in sub -section ( 2) , after 
the proviso , the following provisos shall be inserted , namely : 


4 of 1988. 


Provided further that in the case of a business or profession 
newly set up , or a source of income newly coming into existence on 
or after the 1st day of April 1987 but before the 1st day of April , 
1988 and where the accounts in relation to such business or profes 
ston or source of income have not been made up to the 31st day of 
March , 1988 , the previous year" in relation to the assessment year 
commencing on the 1st day of April, 1989 , shall be the period begin 
ning with the date of setting up of the business or profession or , as 
the case may be, the date on which the source of income newly 
comes into existence and ending on the 31st day of March 1989 : 


Provided also that where the assessee has adopted one or more 
periods as the " previous year " in relation to the assessment year 
commencing on the 1st day of April, 1988 , for any source or sources 
of his income, in addition to the business or profession or source of 
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income referred to in the second proviso , the previous year in ro 
lation to the assessment year commencing on the 1st day of April, 
1989, shall be reckoned separately in the manner aforesaid in respect 
of each such source of income, and the longer or the longest of the 
periods 80 reckoned shall be the previous year in relation to the said 
assessment year . . 


Amand 
ment of 
section 
10 , 


28 of 1988. 


4 . In section 10 of the Income-tax Act, 

(a ) after clause (6B ), the following clause shall be inserted , 
namely : -- 

" (6C ) any income arising to such foreign company , as the 
Central Government may , by notification in the Official Gazette , 
specify in this behalf by way of fees for technical services 
received in pursuance of an agreement entered into with that 
Government for providing services in or outside India in pro 
jects connected with security of India ;" ; 

(b ) in clause (15) , after sub - clause (iic ) [ as inserted by section 
4 of the Finance Act, 1988 ), the following sub - clause shall be insertod , 
namely : -- 

(ild ) interest on such bonds, as the Central Government 
may , by notification in the Official Gazette , specify , arising to 

(a ) a non -resident Indian , being an individual owning 
the bonds ; or 

(b ) any individual owning the bonds by virtue of being 
a nominee or survivor of the non - resident Indian ; or 

(c ) any individual to whom the bonds have been gifted 
by the non - resident Indian : 


Provided that the aforesaid bonds are purchased by a non 
resident Indian in foreign exchange and the interest and 
principal received in respect of such bonds, whether on their 
maturity or otherwise, is not allowable to be taken out of 
India : 


ho to 


Provided further that where an individual, who is a non 
resident Indian in any previous year in which the bonds are 
acquired , becomes a resident in India in any subsequent year, 
the provisions of this sub -clause shall continue to apply in 
relation to such individual: 


ause shedid in which 


Provided also that in a case where the bonds are encashod 
in a previous year prior to their maturity by an individual who 
is so entitled , the provisions of this sub - clause shall not apply 
to such individual in relation to the assessment year relevant 
to such previous year . 


Explanation . For the purposes of this sub - clause , the 
expression " non -resident Indian " shall have the meaning 
assigned to it in clause ( e) of section 116C ; ; 


(c ) for clause ( 21 ) [ as it stood immediately before its omission 
by clause (K ) of section 6 of the Direct Tax Laws ( Amendmont) 
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Act, 1987 ], the following clause shall be substituted with effect 
from the 1st day of April, 1990 , namely : 

( 21 ) any income of a scientific research association for the 
time being approved for the purpose of clause (11 ) of sub -section 
(1 ) of section 35 : 
Provided that the scientific research association 

(a ) applies its income, or accumulates it for application , 
wholly and exclusively to the objects for which it is estab 
lished , and the provisions of sub - section (2 ) and sub - section 
(3 ) of section 11 shall apply in relation to such accumulation 
subject to the following modifications, namely : 

(1) in sub -rection (2), – 

(1 ) the words, brackets, letters and figure 
" referred to in clause (a ) or clause (b ) of sub 
section ( 1) read with the Explanation to that sub 
section " shall be omitted ; 

(2) for the words " to charitable or religious 
purposes” , the words " for the purposes of scientific 
research shall be substituted ; 

(3 ) the reference to " Assessing Officer " in 
clause (a ) thereof shall be construed as a reference 
to the " prescribed authority " referred to in clause 
( 1 ) of sub -section ( 1 ) of section 35 ; 

( ii ) in sub -section (3 ) , in clause (a ) , for the words 
" charitable or religious purposes ” , the words " the pur 
poses of scientific research " shall be substituted ; and 

(6 ) does not invest or deposit its funds ( other than 
voluntary contributions received and maintained in the 
form of jewellery , furniture or any other article as the 
Board may , by notification in the Official Gazette , specify ) 
for any period during the previous year otherwise than in 
any one or more of the forms or modes specified in sub -secu 
tion (5 ) of section 11: 

Provided further that nothing contained in this clause ghall 
apply in relation to any income of the scientific research associa 
tion , being profits and gains of business, unless the business is 
incidental to the attainment of its objectives and separate books 
of accounts are maintained hy it in respect of such business ; ; 


4 of 1988, 


( d ) for clause (23 ) [as It stoor immediately before its omission 
by clause (k ) of section 6 of the Direct Tax Laws ( Amendment) 
· Act, 1987 ), the following clause shall be substituted with effect from 
the 1st day of April, 1990 , namely : 

( 23 ) any income of an association or institution established 
in India which may be notified by the Central Government in 
the Official Gazette having regard to the fact that the associa 
tion or institution has as its object the control, supervision , 
regulation or encouragement in India of the games of cricket, 
· hockey , football , tennis or such other games or sports as the 
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Central Government may , by notification in the Official Gazette, 
specify in this behalf : 

Provided that the association or institution shall make an 
application in the prescribed form and manner to the prescribed 
authority for the purpose of grant of the exemption , or conti 
nuance thereof, under this clause : 


Provided further that the Central Government may , before 
notifying the association or institution under this clause call for 
such documents (including audited annual accounts) or infor 
mation from the association or institution as it thinks necessary 
in order to satisfy itself about the genuineness of the activities 
of the association or institution and that Government may also 
make such inquiries as it may deem necessary in this behalf : 


Provided also that the association or institution , 

(a ) applies its income or accumulates it for application , 
wholly and exclusively to the objects for which it is estab 
lished and the provisions of sub -section ( 2 ) and sub -section 
( 3 ) of section 11 shall apply in relation to guch accumulation 
subject to the following modifications, namely : 

(i) in sub - section ( 2) , 

( 1) the words, brackets, letters and figure 
" referred to in clause (a ) or clause (b ) of sub 
section (1) read with the Explanation to that sub 
section " shall be omitted ; 

(2 ) for the words " to charitable or religlous 
purposes " , the words " for the purposes of games or 
sports" shall be substituted ; 

( 3) the reference to " Assessing Officer " in 
clause (a ) thereof shall be construed as a reference 
to the " prescribed authority " referred to in the 
first proviso to this clause ; 

(ii) in sub -section (3 ) , in clause (a ), for the words 
" charitable or religious purposes" , the words " the pur 
poses of games or sports ” shall be substituted ; and 

(b ) does not invest or deposit its funds (other than 
voluntary contributions received and maintained in the form 
of jewellery , furniture or any other article as the Board 
may , by notification in the Official Gazette , specify ) for any 
period during the previous year otherwise than in any one 
or more of the forms or modes specified in sub -section (5 ) 
of section 11 ; and 


( c ) does not distribute any part of its income in any 
manner to its members except as grants to any association 
or institution affiliated to it: 


Provided also that the exemption under this clause shall 
not be denied in relation to any funds invested or deposited 
before the 1st day of April, 1989 otherwise than in any one or 
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more of the form , or modes specifled In sub -section (5 ) of section 
11 I such funds do not continue to remain so invested or 
deposited after the 30th day of March , 1990 : 

Provided also that nothing contained in this clause shall 
apply in relation to any income of the association or institution , 
being profits and gains of business, unless the business is inci 
dental to the attainment of its objectives and separate books of 
accounts are maintained by it in respect of such business : 


Provided also that any notification issued by the Central 
Government under this clause in relation to any association or 
institution shall , at any one time, have effect for such assessment 
year or years, not exceeding three assessment years ( including 
an assessment year or years commencing before the date on 
which such notification is issued ) as may be specified in the 
notification ; ; 


4 of 1988 . 


( e ) in clause (23C ) as it stood immediately before its amend 
ment by section 6 of the Direct Tax Laws (Amendment) Act, 1987 ), 
for sub -clauses (iv ) and ( v ), the following sub -clauses shall be substi 
tuted with effect from the 1st day of April, 1990, namely: 

" (iv ) any other fund or institution established for chari 
table purposes which may be notified by the Central Government 
in the Official Gazette , having regard to the objects of the fund 
or institution and its importance throughout India or throughout 
any State or States ; or 

( v ) any trust (including any other legal obligation ) or 
institution wholly for public religious purposeg or wholly for 
public religious and charitable purposes, which may be notified 
by the Central Government in the Official Gazette, having regard 
to the manner in which the affairs of the trust or Institution are 
administered and supervised for ensuring that the income accru 
ing thereto is properly applied for the oblects thereof : 

Provided that the fund or trust or institution referred to in 
sub -clause ( iv ) or sub -clause (v ) shall make an application in 
the prescribed form and manner to the prescribed authority for 
the purpose of grant of the exemption , or continuance thereof, 
under sub - clause ( lv ) or sub - clause (v ) : 


Provided further that the Central Government may, before 
notifying the fund or trust or institution under sub - clause (iv ) 
or sub - clause (v ), call for such documents (including audited 
annual accounts ) or information from the fund or trust or insti 
tution as it thinks necessary in order to satisfv Itself about the 
genuineness of the activities of the fund or trust or institution 
and that Government may also make such inquiries as it may 
deem necessary in this behalf: 

Provided also that the fund or trust or institution referred 
to in sub - clause ( iv ) or sub -clause (v ) — 

(n ) applies its income, or accumulates it for application , 
wholly and exclusively to the objects for which it is estah 
lished; and 
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(b ) does not invest or deposit its funds (other than 
voluntary contributions received and maintained in the 
form of jewellery , furniture or any other article as the Board 
may , by notification in the Official Gazette , specify ) for any 
period during the previous year otherwise than in any one or 
more of the forms or modes specified in sub - section ( 5 ) of 
section 11: 

Provided also that the exemption under sub -clause (iv ) or 
sub -clause (v ) shall not be denied in relation to any funds in 
vested or deposited before the 1st day of April, 1989 otherwise 
than in any one or more of the forms or modes specified in sub 
section (5 ) of section 11 if such funds do not continue to remain 
80 Invested or deposited after the 30th day of March , 1990 : 


Provided also that nothing contained in sub- clause (iv ) or 
sub - clause (v ) shall apply in relation to any income of the fund 
or trust or institution , being profits and gains of business , unless 
the business is incidental to the attainment of its objectives and 
separate books of accounts are maintained by it in respect of such 
business: 


Provided also that any notification issued by the Central 
Government under sub - clause (tv ) or sub -clause (v ) shall, at 
any one time, have effect for such assessment year or years , not 
exceeding three assessment years (including an assessment year 
or years commencing before the date on which such notification 
is issued ) as may be specified in the notification ;" ; 

(f) in clause (23D ) , the words " , including the condition that at 
least ninety per cent, of such income shall be distributed to the 
holders of its units every year," shall be omitted and shall be deemed 
to have been omitted with effect from the 1st day of April, 1988 . 


4 of 1988 
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11 . 


3 . In section 11 of the Income tax Act (as it stood immediately before 

Amend 
its omission by section 7 of the Direct Tax Laws (Amendment) Act, ment of 
1987 ), 

section 
( a ) in sub- section ( 1 ) , – 

(1) after clause ( c) and before the Explanation , the follow 
Ing clause shall be inserted , namely : 

" ( d ) income in the form of voluntary contributions made 
with a specific direction that they shall form part of the 
corpus of the trust or Institution ;" ; 
(ii) in the Explanation , in clause (2 ) , 

(1) the words, brackets and figure " or sub -section (2 ) " 
shall be omitted ; 

(2 ) the words " , whether fixed originally or on exten 
ston " shall be omitted ; 
(6 ) in sub-section (5) , – 

(t) in clause (vii) , for the words and figures " Government 
company as defined in section 617 of the Companies Act, 1956 " , 
the words " public sector company " shall be substituted ; 


1 of 1956 . 
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O 
( it ) after clause ( xi), the following clause shall be inserted , 
namely : 

" ( ti) any other form or mode of investment or deposit 
as may be prescribed .” . 


Amand 
ment of 
section 
82A . 


6 . In section 32A of the Income-tax Act, 
(a) in sub - section (1), – 

(i) for the words " Provided that" , the following shall be 
substituted , namely : 

Provided that in respect of a ship or an aircraft or machi 
nery or plant specified in sub - section ( 8B ) , this sub - section 
shall have effect as if for the words " twenty - five per cent." , 
the words " twenty per cent." had been substituted : 

Provided further that ; 
(ii) the following Explanation shall be added at the end, 
namely: 


Explanation . For the purposes of this sub -section , 
" actual cost" means the actual cost of the ship , aircraft, 
machinery or plant to the assessee as reduced by that part of 
such cost which has been met out of the amount released to 
the assessee under sub -section (6 ) of section 32AB . ; 


clause (6 ) , the following proviso 


(6 ) in sub -section (2 ) , after 
shall be inserted , namely : 


" Provided that nothing contained in clauses ( a ) and (b ) shall 
apply in relation to 

(i) a new ship or new aircraft acquired , or 

( li) any new machinery or plant installed , 
after the 31st day of March , 1987 but before the 1st day of April, 
1988 , unless such ship or aircraft is acquired or such machinery 
or plant is installed in the circumstances specified in clause (a ) 
of sub -section (8B ) and the assessee furnishes evidence to the 
satisfaction of the Assessing Officer as specified in that clause;" ; 


( c) in sub -section ( 2C ) , after the words, figurer and letters " the 
31st day of May , 1983 " , the words, figures and letters "but before the 
1st day of April, 1987" shall be inserted ; 

( d ) in sub -section ( 4 ), in clauge ( ii ) , in sub -clause ( a ) , for the 
words " the proviso " , the words " the second proviso " shall be substi 
tuted ; 

(e ) in sub -section (5 ), in clause (6 ), for the words " the proviso ", 
the words “ the second proviso " shall be substituted ; 


for sub -section (8B ) , the following sub -sections shall be 
substituted, namely : 


" (8B ) Notwithstanding anything contained in sub -section (8 ) 
or the notification of the Government of India in the Ministry of 
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Finance (Department of Revenue ) No . G . S . R . 870 (E ) , dated 
the 12th June, 1986 , issued thereunder, the provisions of this sec 
tion shall apply in respect of,-- 


( a ) (i) a new ship or new aircraft acquired after the 31st 
day of March , 1987 but before the 1st day of April, 1988, If 
the assessee furnishes evidence to the satisfaction of the 
Assessing Officer that he had, before the 12th day of June, 
1986 , entered into a contract for the purchase of such ship or 
aircraft with the builder or manufacturer or owner thereof, 
as the case may be ; 


( ii ) any new machinery or plant installed after the 31st 
day of March , 1987 but before the 1st day of April, 1988 , it 
the assessee furnishes evidence to the satisfaction of the 
Assessing Officer that before the 12th day of June , 1986 , he 
had purchased such machinery or plant or had entered into 
a contract for the purchase of such machinery or plant with 
the manufacturer or owner of, or a dealer in , such machinery 
or plant, or had , where such machinery or plant has been 
manufactured in an undertaking owned by the assessee , taken 
steps for the manufacture of such machinery or plant : 


Provided that nothing contained in sub -section (1 ) shall 
entitle the assessee to claim deduction in respect of a ship 
or afrcraft or machinery or plant referred to in this clause 
in any previous year except the previous year relevant to the 
assessment year commencing on the 1st day of April, 1989 ; 


(b ) a new sh p or new aircraft acquired or any new ma 
chinery or plant installed after the 31st day of March , 1988 , 
but before such date as the Central Government, if it consi 
ders necessary or expedient so to do , may , by notification in 
the Offcial Gazette , specify in this behalf , 


(3), where (1) in any inder secti 


(8C ) Subject to the provisions of clause ( ii) of sub -section 
( 3 ) , where a deduction has been allowed to an assessee under 
sub -section (1 ) in any assessment year, no deduction shall be 
allowed to the assessee under section 32AB in the said assessment 
year (hereinafter referred to as the initial assessment 
year ) and a block of further period of four years beginning 
with the assessment year immediately succeeding the initial 
assessment year . " . 


7. In section 32AB of the Income-tax Act, for sub - section ( 10 ) the Amend 
following sub -section shall be substituted , namely : 

ment of 
section 

32AB , 
“ (10 ) Where a deduction has been allowed to an assessee under 
this section in any assessment year , no deduction shall be allowed to 
the assessee under sub -section (1) of section 32A in the said assess 
ment year (hereinafter referred to as the initial assess 
ment year) and a block of further period of four years beginning with 
the assessment year immediately succeeding the initial assessment 
year." , 
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Amend 
ment of 
section 
30 . 


8 . In section 35 of the Income-tax Act ( as it stood immediately before 
its omission by section 10 of the Direct Tax Laws (Amendment) Act, 

201g 
19871, in sub - section ( 1 ) , 


4 of 1988 . 


(a ) in clause ( ii ) , in the proviso , after the words " prescribed 
authority" , the words " by notification in the Omcial Gazette” shall 
be inserted ; 


(b ) in clause ( lit ) , after the words " prescribed authority , the 
words " by notification in the Official Gazette " shall be inserted ; 


( c ) the following provisos shall be inserted at the end , namely : 


" Provided that the scientific research association , university , 
college or other institution referred to in clause ( ii) or clause 

(iii ) shall make an application in the prescribed form and manner 
to the prescribed authority for the purpose of grant of approval, 
or continuance thereof, under clause (ii) or, as the case may be , 
clause ( iii) : 


Provided further that the prescribed authority may , before 
granting approval under clause (ii) or clause (iii ) , call for such 
documents ( including audited annual accounts ) or information 
from the scientific research association , university , college or 
other institution as it thinks necessary in order to satisfy itself 
about the genuineness of the activities of the scientific research 
Association , university , college or other institution and that 
authority may also make such inquiries as it may deem necessary 
in this behalf: 


Provided also that any notification issued by the pres 
crlbed authority under clause ( ii ) or clause (iii) shall, at any 
one time, have effect for such assessment year or years, not 
exceeding three assessment years (including an assessment year 
or years commencing before the date on which such notification 
1s issued ) as may be specified in the notification " , 


Amend 
ment of 
section 
40 . 


9 . In section 40 of the Income- tax Act , after clause ( h ) [ as it stood 
Immediately before its substitution by clause ( ii ) of section 13 of the 
Direct Tax Laws ( Amendment ) Act, 1987 ], the following clause shall be 
inserted , namely : 


4 of 1988 . 
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(ba ) in the case of an association of persons or body of indi 
viduals (other than a company or a cooperative society or a society 
registered under the Societies Registration Act, 1860 or under any law 
corresponding to that Act in force in any part of India ) , any payment 
of interest, salary, bonus , commission or remuneration , by whatever 
name called , made by such association or body to a member of such 
association or body . 


Explanation 1.- - Where interest is paid by an association or body 
to any member thereof who has also paid interest to the association 
or body , the amount of interest to be disallowed under this clause 
shall be limited to the amount by which the payment of interest by 
the association or body to the member exceeds the payment of inter 
est by the member to the association of body . 
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Explanation 2. - Where an individual is a member of an associa 
tion or body on behalf , or for the benefit of any other person (such 
member and the other person being hereinafter referred to as 
"member in a representative capacity " and " person so represented " , 
respectively ) , 

(i) interest paid by the association or body to such individual 
or by such individual to the association or body otherwise than 
ag member in a representative capacity , shall not be taken into 
account for the purposes of this clause; 


(ii ) interest paid by the association or body to such indi 
vidual or by such individual to the association or body as member 
in a representative capacity and Interest paid by the association 
or body to the person so represented or by the person so repre 
sented to the association or body , shall be taken into account for 
the purposes of this clause , 


Explanation 3 . — Where an individual is a member of an aggocla 
tion or body otherwise than as member in a representative capacity , 
interest paid by the association or body to such individual shall not 
be taken into account for the purposes of this clause, if such interest is 
received by him on behalf, or for the benefit, of any other person . . 


26 of 1988. 


10 . In section 44AC of the Income-tax Act ( as inserted by section 15 
of the Finance Act, 1988 ) , in sub -section ( 1) , in clause ( a ) , the following 
proviso shall be inserted , namely : 


Amend 
ment of 
section 
44AC. 


" Provided that nothing contained in this clause shall apply to a 
buyer where the goods are not obtained by him by way of auction 
and where the sale price of such goods to be sold by the buyer is 
fixed by or under any State Act;" , 


11. In section 64 of the Income- tax Act , in sub -section ( 1 ) ( as it stood 
immediately before its amendment by section 17 of the Direct Tax Laws 
(Amendment ) Act, 1987 ), 


Amand 
ment of 
section 
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64 . 


(a ) in clauses (v ) and ( vii) , the brackets and words " ( not being 
a married daughter ) ” shall be omitted ; 


(b ) for Explanation 3 , the following Explanation shall be substi 
tuted , namely : — 


Erplanation 3 .- - For the purposes of clauses ( iv ) , ( u ) and 
(vi) , where the assets transferred directly or indirectly by an 
individual to his spouse or minor child or son s wife or son s 
minor child (hereafter in this Explanation referred to as " the 
transferce " ) are invested by the transferee in any business , that 
part of the income arising out of the business to the transferee 
in any previous year, which bears the same proportion to the 
Income of the transferee from the business, as the value of the 
assets aforesaid as on the 1st day of the previous year bears to 
the total investment in the business by the transferee as on the 
said day, shall be included in the total income of the indvidual 
in that previous year. . 


12 
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Method 
of co 
puting a 
member s 
share 
in the 
income 
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ciation 


12. After section 67 of the Income-tax Act ( as it stood immediately 
before its substitution by section 18 of the Direct Tax Laws (Amendment) 
Act, 1987 ], the following section shall be inserted , namely : 

67A . ( 1 ) In computing the total income of an assessee who is a 
member of an association of persons or a body of individual wherein 
the shares of the members are determinate and known ( other than 
a company or a cooperative society or a society registered under the 
Societies Registration Act, 1860 or under any law corresponding to 
that Act in force in any part of India ) , whether the net result of the 
computation of the total income of such association or body is a profit 
or a loss, his share (whether a net profit or net loss ) shall be comput 
ed as follows, namely : 


21 of 1860 . 


of 


persons 
or body 
ot 
Indi 
viduals 


(a ) any interest , salary , bonus, commission or remuneration 
by whatever name called , paid to any member in respect of the 
previous year shall be deducted from the total income of the 
association or body and the balance ascertained and apportioned 
among the members in the proportions in which they are entitled 
to share in the income of the association or body ; 


(6 ) where the amount apportioned to a member under clause 
(a ) is a profit, any interest, salary, bonus, commission or re 
muneration aforesaid paid to the member by the association 
or body in respect of the previous year shall be added to that 
amount, and the result shall be treated as the member s share in 
the income of the association or body ; 


C 


YMY 


FT - r - 


4 


(c ) where the amount apportioned to a member under clause 
(a ) is a logs , any interest, salary , bonus, commission or re 
muneration aforesaid paid to the member by the association or 
body in respect of the previous year shall be adjusted against 
that amount, and the result shall be treated as the member s share 
in the income of the association or body . 


( 2) The share of a member in the income or loss of the associa 
tion or body, as computed under sub - section ( 1) , shall, for the pur 
poses of assessment, be apportioned under the various heads of income 
in the same manner in which the income or loss of the association 
or body has been determined under each head of income. 


To 


(3) Any interest paid by a member on capital borrowed by him 
for the purposes of investment in the association or body shall, in 
computing his share chargeable under the head " Profits and gains of 
business or profession in respect of his share in the income of the 
Association or body, be deducted from his shore, 


Explanation .- In this section , " paid " has the same meaning as is 
assigned to it in clause (2 ) of section 48 . . 


13 . In section 80C of the Income-tax Act, 


Amend 
ment of 
section 


(a ) In sub -section (2 ), – 


80C . 


(i) in clause (d ), the words " or ten thousand rupees, which 
ever is less" shall be omitted ; 
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- 
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(ii) in clause (h ), in sub - clause ( it) , in item (c), in sub- item 
(6 ) , after the words " public company." , the words “ or a public 
sector company or a University established by law or a college 
affiliated to such University or a local authority shall be inserted ; 


L 


(b ) in sub -section (8 ) , after clause (c ) , the following clause shall 
be inserted , namely : 

(d ) " contribution " to any fund shall not include any sums 
in repayment of loan . . 
14 . In section 80CC of the Income-tax Act, in sub -section (3 ), in clause Amend 
(a ), after sub -clause ( ii ) , the following sub - clause shall be inserted , ment of 

section 
namely : 

80CC . 
" ( iii ) a hotel approved by the prescribed authority;". 
15. In section 80HHC of the Income-tax Act [ as amended by section Amend 
24 of the Finance Act, 1988 ], 

ment of 


28 of 1988. 


section . 
80 HHC . 


the 


(a ) in sub - sections (1 ) and (1A ) , for the words 
income" , the word " profits " shall be substituted ; 


(b ) in sub -section (4 ) , for the words " net foreign exchange 
realisation as determined in accordance with the Import and Export 
Policy of the Government of India for the relevant period " , the 
words " export turnover shall be substituted ; 

(c ) in sub -section (4A ), in clause (a ), for the word " income" , 
the word " profits" shall be substituted ; 
(d ) in the Explanation , 

(1) clause (c) shaļl be omitted ; 

( 11 ) clauses (d ) and (e ) shall be renumbered as clauseg (c ) 
and (d ) respectively . 


16 . After section 80HHC of the Income- tax Act, the following section 
shall be inserted , namely : -- 


Insertion 
of now 
section 
80HHD . 


80HHD . (1 ) Where an assessee, being an Indian company or a 
person (other than a company ) resident in India , 18 engaged in the 
business of a hotel, or of a tour operator, approved by the prescribed 
authority in this behalf or of a travel agent, there shall , in accordance 
with and subject to the provisions of this section , be allowed , in 
computing the total income of the assessee , a deduction of a sum equal 
to the aggregate of - 


Deduction 
in respect 
of carn . 
inge in 
converti 
ble foreign 
exchange. 


( a ) Afty per cent , of the profits derived by him from services 
provided to foreign tourists ; and 


-U12, 


(b ) so much of the amount out of the remaining profits 
referred to in clause (a ) as is debited to the profit and loss account 
of the previous year in respect of which the deduction is to be 
allowed and credited to a reserve account to be utilised for the 
purposes of the business of the assessee in the manner , laid down 
in sub -section (4 ) . 
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(2 ) This section applies only to services provided to foreign 
tourists the receipts in relation to which are received by the assessee 
in convertible foreign exchange. 

(3) For the purposes of sub -section ( 1), profits derived from 
services provided to foreign tourists shall be - 

(a ) in a case where the business carried on by the Assessea 
consists exclusively of services provided to foreign tourists 
resulting in receipts in convertible foreign exchange, the 
profits of the business as computed under the head " Profits and 
gains of business or profession " ; 

(b ) in a case where the business carried on by the assessee 
does not consist exclusively of services provided to foreign 
tourists resulting in receipts in convertible foreign ex 
change , the amount which bears to the proflts of the business 
( as computed under the head " Profits and gains of business or 
profession " ) the same proportion as the receipts in convertible 
foreign exchange bear to the total receipts of the business carried 
on by the assessee. 


(4 ) The amount credited to the reserve account under clause (6 ) 
of sub -section ( 1) , shall be utilised by the assessee before the expiry 
of a period of five years next following the previous year in which the 
amount was credited for the following purposes , namely : 

(a ) construction of new hotels approved by the prescribed 
authority in this behalf or expansion of facilities in existing 
hotels already so approved ; 

(6 ) purchase of new cars and new coaches by tour operators 
already so approved or by travel agents ; 

( c ) purchase of sports equipment for mountaineering , 
trekking , golf, river -rafting and other sports in or on water ; 

(d ) construction of conference or convention centres ; 

( e ) provision of such new facilities for the growth of Indian 
tourism as the Central Government may , by notification in the 
Official Gazette , specify in this behalt: 


Provided that where any of the activities referred to in clauses 
(a ) to (e ) would result in creation of any asset owned by the assessee 
outside India , such asset should be created only after obtaining prior 
approval of the prescrlbed authority . 


( 5 ) Where any amount credited to the reserye account under 
clause (b ) of sub -section (1), 

(a ) has been utilised for any purpose other than those refer 
red to in sub- section ( 4 ) , the amount 90 utilised ; or 

(b ) has not been utilised in the manner specifled in sub 
section (4 ), the amount not so utilised , 
shall be deemed to be the profits , 

(i) in a case referred to in clause (a ) , in the year in which 
the amount was so utilised ; or 
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( il) in a case referred to in clause (6 ) , in the year imme 
diately following the period of five years specified in sub -section 


and shall be charged to tax accordingly . 


(6 ) The deduction under sub -section (1 ) shall not be admissible 
unless the assessee furnishes in the prescribed form , along with the 
return of income, the report of an accountant, as defined in the 
Explanation below sub -section (2 ) of section 288 , certifying that the 
deduction has been correctly claimed on the basis of the amount of 
convertible foreign exchange received by the assessee for services 
provided by him to the foreign tourists. 


Explanation . — For the purposes of this section , 


(a ) " travel agent" means a travel agent or other person 
(not being an airline or a shipping company ) who holds a valid 
licence granted by the Reserve Bank of India under section 32 
of the Foreign Exchange Regulation Act, 1973 ; 


46 of 1973, 


(6 ) " convertible foreign exchange" shall have the meaning 
assigned to it in clause (a ) of the Explanation to section 80HHC ; 


( c ) " services provided to foreign tourists" shall not include 
services by way of sale in any shop owned or managed by the 
person who carriles on the business of a hotel or of a tour opera 
tor or of a travel agent , . 


Amend 
ment of 
section 
80 . 


4 01 1988. 


17. In section 86 of the Income-tax Act ( as it stood immediately before 
Its substitution by section 29 of the Direct Tax Laws ( Amendment) Act, 
1987 ], for clausę ( v ) , the following clause shall be substituted , 
namely : -- 

" (v ) If the assessee is a member of an association of persons or a 
body of individuals ( other than a company or a cooperative society 
or a society registered under the Societies Registration Act, 1860 or 
linder any law corresponding to that Act in force in any part of India ), 
his share in the income of the association or body computed in the 
manner provided in section 67A : 


21 of 1860 


Provided that , 

( a ) where the association or body is chargeable to tax on its 
total income at the maximum marginal rate or any higher rate , 
under any of the provisiong of this Act, the share of a member 
computed as aforesaid shall not be included in his total income; 


(b ) in any other case , the share of a member computed as 
aforesaid shall form part of his total income: 


Provided further that where no income tax is chargeable on the 
total income of the association or body , the share of a member com 
puted as aforesaid shall be chargeable to tax as part of his total 
income and nothing contained in this section shall apply to the 
case." , 


Amend 
ment of 
section 
115A . 


Amend , 
ment of 
Section 
113J . 
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18. In section 115A of the Income-tix Act, in sub -section (1),- - 

(1) after clause (aa ) , the following clause shall be inserted , 
namely : 

" (ab ) Income received in respect of units , purchased in 
foreign currency , of a Mutual Fund specified under clause (23D ) 
of section 10 ; or ” ; 

( tl ) after clause (ia ), the following clause shall be inserted , 
namely : -- 

" (ib ) the amount of income tax calculated on the income in 
respect of units reterred to in clause (ab ) , if any , included in 
the total income, at the rate of twenty - five per cent ;" ; 
(iii ) in the Explanation , 

(A ) clause (b ) shall be omitted ; 

( B ) clause ( bb ) shall be re -lettered as clause (b ) . 
19 . In section 115J of the Income- tax Act, in sub - section (1 ) , 

(a ) in the opening portion , after the words " a company " , the 
brackets and words “ (other than a company engaged in the business 
of generation or distribution of electricity ) ” shall be inserted ; 
(b ) in the Explanation , 

(i) in clause (b ) , after the words " any reserves " , the brac 
kets, words , figures and letters " (other than the reserves speci 
fled in section 80HHD ) " shall be inserted ; 

(ti) in clause (f) , for the word " applies," , the words " applies ; 
or " shall be substituted ; 

(tti) after clause (f) , the following clauses shall be inserted , 
namely : 

" (9 ) the amount withdrawn from the reserve account 
under section 80HHD , where it has been utilised for any 
purpose other than those referred to in sub - section (4 ) of 
that section ; or 

(h ) the amount credited to the reserve account under 
section 80HHD , to the extent that amount has not been uti 
lised within the period specified in sub -section (4 ) of that 
section ," ; 

( lv ) for the words " f any such amount is debited " , the words, 
brackets and letters " f any amount referred to in clauseg (a ) 
to ) is debited or , as the case may be , the amount referred to 
in clauses ( g ) and (h ) is not credited " shall be substituted ; 

(v ) in clause (1) , after the words " from reserves" , the brac 
kets, words, Agúres and letters “ (other than the reserves specl 
fled in section 80HHD ) " shall be inserted ; 

( vi) clause ( iii) shall be renumbered as clarise (iv ) and be 
fore clause (iv ) as so renumbered , the following clause shall be 
inserted, namely : --- 

" ( iii) the amounts (as arrived at after increasing the 
net profit by the amounts referred to in clauses (a ) to (1) 
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4 of 1988 . 


Amend . 
ment of 
section 
139 . 


and reducing the net profit by the amounts referred to in 
clauses (i) and ( ii ) ] attributable to the business, the profits 
from which are eligible for deduction under section 80HHC 
or section 80HHD ; so , however, that such amounts are com 
puted in the manner specified in sub - section (3 ) or sub 
section (3A ) of section 80HHC or sub - section ( 3) of section 

80HHD , as the case may be ; or ” . 
20 . In section 139 of the Income-tax Act ( as amended by section 42 
of the Direct Tax Laws (Amendment) Act, 1987 ), 

(a ) for sub - section (4A ) , the following sub -section shall be sub 
stituted , namely : 

" (4A ) Every person in receipt of income derived from pro 
perty held under trust or other legal obligation wholly for chari 
table or religious purposes or in part only for such purposes, or 
of income being voluntary contributions referred to in sub - clause 
(iia ) of clause (24 ) of section 2 , shall, if the total income in res 
pect of which he is assessable as a representative assessee ( the 
total income for this purpose being computed under this Act 
without glving effect to the provisions of sections 11 and 12 ) 
exceeds the maximum amount which is not chargeable to income 
tax , furnish a return of such income of the previous year in the 
prescribed form and verified in the prescribed manner and set 
ting forth such other particulars as may be prescribed and all the 
provisions of this Act shall , so far as may be, apply as if it were 
a return required to be furnished under sub -section ( 1) . " ; 

(b ) in sub -section (10 ), in the proviso, for clause (d ) , the fol 
lowing clause shall be substituted , namely : 

“ ( d ) a return of a person who has claimed exemption of in 
come from property held for charitable or religious purposes;" . 
21. In section 143 of the Income- tax Act [as substituted by section 48 
of the Direct Tax Laws (Amendment) Act, 1987 ], 

(a ) in sub -section (1 ) , in clalise (a ), after the proviso , the fol 
lowing proviso shall be inserted , namely : 

" Provided further that an intimation for any tax or interest 
due under this clause shall not be sent after the expiry of two 
years from the end of the assessment year in which the income 
was first assessable." ; 

(b ) after sub -section (1) , the following sub -section shall be in 
serted , namely : 

( 1A ) ( a ) Where , in the case of any person , the total income, 
as a result of the adjustments made under the proviso to clause 
(a ) of sub -section ( 1 ) , exceeds the total income declared in the 
return by any amount, the Assessing Officer shall, - 

(1) further increase the amount of tax payable under sub 
section ( 1) by an additional Income- tax calculated at the 
rate of twenty per cent. of the tax payable on such excess 
amount and specify the additional income- tax in the intima 
tion to be sent under sub - clause (i) of clause (a ) of sub 
section ( 1) ; 


4 of 1988 . 
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mont of 
Hection 
149. 
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( ii ) where any refund is due under sub -section (1 ) , re 
duce the amount of such refund by an amount equivalent to 
the additional income- tax calculated under sub - clause (1) . 

(b ) Where as a result of an order under section 154 or section 
250 or section 254 or section 260 or section 262 or section 263 or 
section 264 , the amount on which additional income tax is pay 
able under clause (a ) has been increased or reduced , as the case 
may be, the additional income- tax shall be increased or reduced 
accordingly, and , - 

(i) in a case where the additional income- tax is increased , 
the Assessing Officer shall serve on the assessee a notice of 
demand under section 156 ; 

( li ) in a case where the additional income-tax is reduced , 
the excess amount paid , if any , shall be refunded . 

Explanation . For the purposes of this sub -section " tax 
payable on such excess amount" means, 

(i) in any case where the amount of adjustments made 
under the proviso to clause (a ) of sub - section (1 ) exceed the 
total income, the tax that would have been chargeable had 
the amount of the adjustments been the total income; 

( ii) in any other case, the difference between the tax on 
the total income and the tax that would have been charge 
able had such total income been reduced by the amount of 
adjustments. . 


22 . In section 144A of the Income- tax Act, in the Explanation , for the 
word " sub -section " , the word " section " shall be substituted . 


Amend 
ment of 
section 
144A . 


Amend 
ment of 
section 


4 of 1968. 


147. 


Anend 
ment of 
section 
148 . 


4 of 1988 , 


23. In section 147 of the Income-tax Act [as substituted by section 54 
of the Direct Tax Laws (Amendment) Act , 1987 ), for the words " , for rea - 
Bons to be recorded by him in writing, is of the opinion " , the words " has 
reason to believe" shall be substituted . 

24 . Section 148 of the Income-tax Act [as substituted by section 54 of 
the Direct Tax Laws (Amendment) Act , 1987 ) , shall be renumbered as 
sub -section ( 1 ) thereof and after sub -section ( 1 ) as so renumbered , the 
following sub -section shall be inserted , namely : 

" (2) The Assessing Officer shall , before issuing any notice under 
this section , record his reasons for doing so.". 

25 . In gection 155 of the Income- tax Act, in sub -section (4A ) , in 
clause (b ) , for the words " the proviso " , the words " the second proviso " 
shall be substituted . 

26 . In Chapter XV of the Income-tax Act, for the sub -heading " DD . 
Association of persons — Special cases" ( as It stood immediately before its 
substitution by section 66 of the Direct Tax Laws (Amendment) Act, 
1987 ], the sub -heading " DD . - Association of persons and body of indivi 
dwals " shall be substituted . 


Amend . 
nent of 
nection 
155 , 
Substitu 
tion of 
new gub . 
heading 
for sub 
heading 
DD of 
Chapter 
XV . 
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27. Section 167A of the Income-tax Act ( as it stood immediately before 
its substitution by section 66 of the Direct Tax Laws (Amendment ) Act, 
1987 ) shall be omitted , 


Omission 
of section 
187A 


4 of 1988 . 


28. After section 167A of the Income-tax Act (as omitted by section 
27 of this Act) , the following section shall be inserted , namely : 


Insertion 
of new 
section 
167B , 


21 of 1860, 


" 167B . (1) Where the individual shares of the members of an 
association of persons or body of individuals (other than a com . 
pany or a cooperative society or a gociety registered under the Socie 
ties Registration Act, 1860 or under any law corresponding to that 
Act in force in any part of India ) in the whole or any part of the 
income of such association or body are indeterminate or unknown , 
tax shall be charged on the total income of the association or body 
at the maximum marginal rate ; 


Charge of 
tax 
where 
shares of 
members 
in asso 
ciation of 
persons 
or body 
of indivi 
duals un 
known , 


eto . 


Provided that, where the total income of any member of such 
association or body is chargeable to tax at a rate which is higher 
than the maximum marginal rate, tax shall be charged on the total 
income of the association or body at such higher rate , 


(2 ) Where , in the case of an association of persons or body of 
individuals as aforesaid [ not being a case falling under sub -section 
( 1 ) ], -- 


(i) the total income of any member thereof for the previous 
year ( excluding his share from such association or body ) exceeds 
the maximum amount which is not chargeable to tax in the case 
of that member under the Finance Act of the relevant year , tax 
shall be charged on the total income of the association or body 
at the maximum marginal rate ; 


(ii) any member or members thereof is or are chargeable to 
tax at a rate or rates which is or are higher than the maximum 
marginal rate , tax shall be charged on that portion or portions 
of the total income of the association or body which is or are 
relatable to the share or shares of such member or members at 
such higher rate or rates, as the case may be , and the balance of 
the total income of the association or body shall be taxed at the 
maximum marginal rate , 


Explanation . For the purposes of this section , the individual 
shares of the members of an association of persons or body of indivi 
duals in the whole or any part of the income of such association or 
body shall be deemed to be indeterminate or unknown If such shares 
( in relation to the whole or any part of such income) are indeter 
minate or unknown on the date of formation of such association or 
body or at any time thereafter ." . 


29. In section 190 of the Incomc-tax Act, in sub -section (1) , after the 
words " payable by deduction ", the words " or collection ” shall be inserted 
and shall be deemed to have been inserted with effect from the 1st day 
of June, 1988 . 


Amena . 
ment of 
section 
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Amend . 
ment of 
section 
104A , 


30 . In section 194A of the Income-tax Act, in sub - section ( 3 ) , after 
clause ( iii ) , the following clause shall be inserted and shall be deemed 
to have been inserted with effect from the 1st day of April, 1988 , namely : 


" ( iv ) to such income credited or paid by a firm to a partner of 
the firm ;" . 


On 


Omission 
ofsection 
194E . 


31. Section 194E of the Income tax Act shall be omitted and shall be 
deemed to have been omitted with effect from the 1st day of April , 1988 . 


32. For section 196A of the Income-tax Act, the following section 
shall be substituted , namely : 


Substitu 
tion of 
new 
section 
for gec 
tion 196A , 


" 196A . (1 ) Subject to the provisions of sub -section (2 ) , no de 
duction of tax shall be made from any income payable in respect of 
units of a Mutual Fund, specified under clause (23D ) of section 10 , 
to its units -holders being persons other than foreign companies . 


Tax not 
to be 
deducted 
from any 
Incomo 
payable to 
unit 
holder 
of Mutual 
Fund . 


(2 ) Where any income referred to in sub - section ( 1) is payable 
to a unit- holder, being a foreign company , the person responsible 
for making the payment shall, at the time of credit of such income 
to the account of the payee or at the time of payment thereof in 
cash or by the issue of a cheque or draft or by any other mode, 
whichever is earlier, deduct income-tax thereon at the rate of 
twenty - five per cent.” . 


Amend . 
ment of 
Hectlong 
198 , 199, 
200, 202, 
203 , 203A , 
205 and 


33. In sections 198 , 199 , 200 , 202 , 203 , sub -section ( 1 ) of section 203A , 
section 205 and sub -section (5 ) of section 215 of the Income- tax Act, 
for the words and figures " and section 195 " , the words, Agures and letter 
" , section 195 and section 196A " shall be substituted . 


215 


34 . In section 206C of the Income-tax Act ,-- 


Amend 
ment of 
section 
206C . 


(a ) in sub -section (1) , in the Table, in column (3 ) against item 
( iii) , for the words " Ten per cent." , the words " Flve per cent." ghall 
be substituted and shall be deemed to have been substituted with 
effect from the 1st day of June , 1988 ; 


(6 ) after sub - section (5) , the following sub- section shall be in 
gerted , namely : 


“ (5A ) Every person collecting tax in accordance with the 
provisions of this section shall prepare half yearly returns for 
the period ending on 30th September and 31st March in each 
financial year, and deliver or cause to be delivered to the pres 
cribed income-tax authority such returns in such form and veri 
fied in such manner and setting forth such particulars and with 
in such time a . may be prescribed . " . 
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35 . In section 209 of the Income-tax Act, in sub - section ( 1) , in clause 
( d ) , for the words " deductible at source " , the words “ deductible or 
collectible at source" shall be substituted and shall be deemed to have 
been substituted with effect from the 1st day of June , 1988. 


Amend 
ment of 
section 
209. 


4 of 1958 


36 . In sections 222, 223 , 224 , 225 , 226 , 228 and 228A of the Income 
tax Act [as they stood immediately before their amendment by the 
Direct Tax Laws (Amendment) Act, 1987 ], for the words " Income-tax 
Onicer ", wherever they occur, the words " Assessing Officer" shall be 
substituted and shall be deemed to have been substituted with effect 
from the 1st day of April, 1988 . 


Amend . 
ment of 
sections 
222, 223 , 
224 , 225 , 
226 , 228 
and 228A , 


37. In section 226 of the Income-tax Act (as amended by section 36 
of this Act) , in sub -sections (2 ) , ( 3) , (4 ) and (5 ) , after the words " As 
sessing Officer ", wherever they occur, the words " or Tax Recovery 
Officer " shall be inserted . 


Amend . 
ment of 
section 


226 


38 In section 234A of the Income-tax Act [ as inserted by section 94 
of the Direct Tax Laws (Amendment ) Act, 1987 ), 


1 of 1988 . 


Amend. 
ment of 
section 
234A . 


(a ) in sub -section (1), 

(t) for the words " the tax on the total income as determined 
on regular assessment as reduced by the advance tax, if any, 
paid and any tax deducted at source" , the words, brackets and 
figures " the tax on the total income as determined under sub 
section (1 ) of section 143 or on regular assessment as reduced by 
the advance tax , if any , paid and any tax deducted or collected 
at source " shall be substituted ; 

( ii ) for Explanation 2 , the following Explanation shall be 
substituted , namely : - 


Explanation 2. - In this sub -section , " tax on the total 
income as determined under sub -section ( 1) of section 143 " 
shall not include the additional income- tax , if any , payable 
under section 143 . ; 

(iii) after Explanation 3 , the following Explanation shall be 
Inserted , namely : 


Explanation 4 . — In this sub -section , " tax on the total 
income as determined under sub - section ( 1 ) of section 143" 
or on regular assessment” shall , for the purposes of compu 
ting the interest payable under section 140A , be deemed to 

be tax on total income as declared in the return . ; 
(6 ) in sub -section (3 ), — 

(i) after the words and figures " under section 148 issued " , 
the words , brackets and figures " after the determination of 
Income under sub -section (1) of section 143 or” shall be in 
gerted ; 


(it) for the words " Income determined on the basis of the 
earlier assessment aforesaid " , the words, brackets and figures 
" Income determined under sub - section ( 1 ) of section 143 or on 
the basis of the earlier assessment aforesaid " shall be gubstituted ; 


THE GAZETTE OF INDIA EXTRAORDINARY 


[ PART 11 


ISO 


- - 


- - - 


- 


u 


( iii) the Explanation shall be omitted . 


Amend 
ment of 
section 
234B 


39. In section 234B of the Income-tax Act ( as inserted by section 94 
of the Direct Tax Laws (Amendment ) Act, 1987 ), 


4 of 1988 . 


(a ) in sub -section (1) , — 


(i) for the words " to the date of the regular assessment” , 
the words, brackets and figures " to the date of determination of 
total income under sub -section (1 ) of section 143 or regular 
assessment" shall be substituted ; 


(ii) for Explanation 1, the following Explanation shall be 
substituted , namely : -- - 


Explanation 1. - In this section , " assessed tax " means, 


( a ) for the purposes of computing the interest pay 
able under section 140A , the tax on the total income as 
declared in the return referred to in that section ; 


( b ) in any other case , the tax on the total income 
determined under sub - section ( 1) of section 143 or on 
regular assessment, 


as reduced by the amount of tax deducted or collected at 
source in accordance with the provisions of Chapter XVII 
on any income which is subject to such deduction or collec 
tion and which is taken into account in computing such total 
income. ; 


( iii) for Explanation 3 , the following Explanation shall be 
substituted , namely : 


Explanation 3. - In Explanation 1 and in sub - section 
( 3 ) , “ tax on the total income determined under sub - section 
( 1 ) of section 143 " shall not include the additional income 
tax , if any, payable under section 143 . ; 


(b ) in sub -section ( 2 ) , in the opening portion , after the words 
" date of" , the words , brackets and figures " determination of total in 
come under sub -section ( 1) of section 143 or ” shall be inserted ; 


(c ) in sub -section (3 ) , – 


(1) for the words " the date of the regular assessment” , the 
words, brackets and figures " the date of determination of total 
Income under sub - section ( 1 ) of section 143 or regular assess 
ment " shall be substituted ; 


( ii ) for the words " income determined on the basis of the 
regular assessment aforesaid " , the words, brackets and figures 
" income determined under sub -section (1 ) of section 143 or on 

the basis of the regular assessment aforesaid " shall be substitu 
ted ; 


(iii) the Explanation shall be omitted . 
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40. In section 234C of the Income- tax Act, in sub- section (1 ) , 


(a ) the following proviso shall be inserted before the Explana 
tion , namely : 


Amend . 
ment of 
section 
234C , 


" Provided that nothing contained in this sub - section shall 
apply to any shortfall in the payment of the tax due on the re 
turned income where such shortfall iş on account of under - esti 
mate or failure to estimate 


(a ) the amount of capital gains; or 

(b ) income of the nature referred to in sub - clause (ix ) 
of clause (24 ) of section 2 , 


and the assessee has paid the whole of the amount of tax payable 
in respect of income referred to in clause (a ) or clause (b ) , as 
the case may be , had such income been a part of the total in 
come, as part of the instalment of advance tax which is imre 
diately due or where no such instalment is so due, by the 31st 
day of March of the financial year." ; 


(b ) in the Explanation , for the words, figures and letter "the 
amount of tax deductible at source in accordance with the provisions 
of Chapter XVII- B on any income which is subject to such deduc 
tion " , the words and figures " the amount of tax deductible or col 
lectible at source in accordance with the provisions of Chapter XVII 
on any income which is subject to such deduction or collection " shall 
be substituted . 


4 of 1988 , 


Amend . 
ment of 
section 
244A . 


41. In section 244A of the Income-tax Act ( as inserted by section 98 
of the Direct Tax Laws (Amendment) Act, 1987 ], 

(a ) in sub -section ( 1) , 

(i) for the words “ Where , in pursuance of any order passed 
under this Act, refund of any amount becomes due to the asses 
see" , the words “ Where refund of any amount becomes due to 
the assessee under this Act" shall be substituted ; 
(It) in clause ( a ) , 

(a ) in the opening portion , after the words " out of any 
tax ", the words, figures and letter " collected at source under 
section 206C or " shall be inserted ; 

(b ) in the proviso , after the words " tax as determined " , 
the words, brackets and figures " under sub -section (1 ) of 

section 143 or " shall be inserted ; 
(b ) in sub -section (3 ) , after the words " an order under" , the 
words, brackets and figures " sub -section ( 3 ) of section 143 or section 
144 or shall be inserted . 


42 . In the sub -heading to Chapter XX of the Income-tax Act fas 
substituted by section 99 of the Direct Tax Laws (Amendment) Act , 
1987). the words " or applications" shall be omitted . 


4 of 19u8 , 


Amond 
ment 
of sub 
heading to 
Chapter 
XX . 
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ment of 
section 
246 


43 . In section 246 of the Income- tax Act [ as substituted by section 
99 of the Direct Tax Laws ( Amendment ) Act, 1987 ) , 


4 of 1988 . 


(a ) in sub -section ( 1 ) , - - 

(i) in clauses (g ) and (h ) , the words, Gigures and letters " in 
respect of any assessment for the assessment year commencing 
on the 1st day of April , 1988 or any earlier assessment year" 
occurring at the end shall be omitted ; 


( ii) in clause (1) , 

(1 ) in sub- clause ( in ) , for the words, figures and letters 
" section 271E or section 272A " , the words, figures and letters 
" section 271E , section 272A , section 272AA or section 272BB ” 
shall be substituted ; 

(2 ) in sub -clause (iii ) , the words, brackets and figures 
" sub -section (1) of section 271," shall be omitted ; 
(b ) in sub - section (2 ) , -- 

(i) in clause ( 6 ) , after the words , brackets and figure 
" sub - section (1 ) ” , the words, figures and letters " or an order 
under section 104 , as it stood immediately before the 1st day 
of April , 1988 in respect of any assessment for the assessment 
year commencing on the 1st day of April , 1987 or any earlier 
assessment year," shall be inserted ; 

(ii) after clause (f) , the following clause shall be inserted , 
namely : 

" ( ff ) an order made by a Deputy Commissioner im 
posing a penalty under section 272AA ;" ; 

( iii) for clause ( 9 ) , the following clause shall be substitu 
ted , namely : 


" ( g ) an order imposing a penalty under Chapter XXI 
by the Income-tax Officer or the Assistant Commissioner , 
where such penalty has been imposed with the previous 
approval of the Deputy Commissioner under sub -section (2 ) 
of section 274 ;" . 


Omission 
of section 
246A , 


44 . Section 246A of the Income-tax Act [ as inserted by section 99 
of the Direct Tax Laws (Amendment ) Act, 1987 ] shall be omitted . 


4 of 1988 , 


Amend 
ment of 
section 
249. 


45 . In section 249 of the Income- tax Act, in sub -section (4 ), in the 
proviso , 

(i) after the words " Provided that.", the words , brackets and 
letter " in a case falling under clause (b ) and" shall be inserted ; 

(ii) for the words " this sub -section " , the words “ that clause" 
shall be substituted . 


46 . In section 253 of the Income-tax Act , in sub -section ( 1) , 


Amend . 
ment or 
section 
253 , 


(i) in clause (a ) , the words, brackets and figures " sub -section 
( 2) of section 131," shall be omitted ; 
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( ii ) in clause (c ) , the words, Agures and letter " or an order 
passed by a Chief Commissioner or a Director General or a Director 
under section 272A " shall be inserted at the end . 


47. In section 255 of the Income tax A :t, in sub -section (3 ) , for the 
words " forty thousand rupees " , the woras " one lakh rupees " shall be 
substituted . 


Amend . 
ment of 
section 
255 . 
Amend . 
ment of 
gection 
269A . 


48. In section 269A of the Income-tax Act, in clause (6 ) , for the 
words " an Assistant Commissioner of Income-tax " , the words " a Depu 
ty Commissioner" shall be substituted and shall be deemed to have 
been substituted with effect from the 1st day of April, 1988 . 


49 . In section 269B of the Income tax Act, in sub - section ( 1) , in 
clause (a ), for the words " Assistant Commissioners of Income-tax " , the 
words " Deputy Commissioners shall be substituted and shall be deem 
ed to have been substituted with effect from the 1st day of April, 1988 . 


Amend . 
ment or 
section 
269B , 


Amend 
ment of 
gection 
271. 


4 of 1988, 


50. In section 271 of the Income- tax Act ( as it stood immediately 
before its substitution by section 106 of the Direct Tax Laws (Amend 
ment) Act, 1987 ), 

( a ) in sub -section ( 1) , 

(i) clause (a ) shall be omitted ; 
( ii) clause (i) shall be omitted ; 

( túi ) for clause ( it ) , the following clause shall be substitut 
ed , namely : 

" (ii ) in the cases referred to in clause (b ) , in addition 
to any tax payable by him , a sum which shall not be less 
than one thousand rupees but which may extend to twenty 
five thousand rupees for each such fallure ; ; 


(iv ) in clause (iii ) , 

( 1) for the word " twice " the words " three times ” shall 
be substituted ; 

(2 ) the proviso shall be omitted ; 
( v ) for Explanation 3, the following Explanation shall be 
substituted , namely : 


" Explanation 3. — Where any person who has not pre 
viously been assessed under this Act , fails, without reason 
able cause , to furnish within the period specified in sub 
section ( 1) of section 153 a return of his income which he is 
required to furnish under section 139 in respect of any assess 
ment year commencing on or after the 1st day of April , 
1989, and until the expiry of the period aforesaid , no notice 
has been issued to him under clause (i) of sub -section (1 ) 
of section 142 or section 148 and the Assessing Officer or 
the Deputy Commissioner (Appeals ) or the Commissioner 
(Appeals ) is satisfied that in respect of such assessment 
year such person has taxable income, then , such person 
shall, for the purposes of clause ( c) of this sub - section , be 
deemed to have concealed the particulars of his income in 
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respect of such assessment year , notwithstanding that such 
person furnishes a return of his income at any time after 
the expiry of the period aforesaid in pursuance of a notice 
under section 148 . " ; 


(vi) in Explanation 5 , in clause (2 ) , the words , brackets and 
letters " clause ( a ) or clause ( b ) of” shall be omitted . 


(vii ) after Explanation 5 , the following Explanation shall be 
inserted , namely : 


" Explanation 6 . - Where any adjustment is made in the 
1 income or loss declared in the return under the proviso to 

clause (a ) of sub -section ( 1) of section 143 and additional 
tax charged under that section , the provisions of this sub 
section shall not apply in relation to the adjustment 80 

made." , 
(b ) sub- section (3) shall be omitted ; 


( c) after sub -section ( 4 ) , the following sub -section shall be in 
serted , namely : 


" (5 ) The provisions of this section as they stood immediate 
ly before their amendment by the Direct Tax Laws ( Amend 
ment) Act, 1989 shall apply to and in relation to any assess 
ment for the assessment year commencing on the 1st day of 
April , 1988, or any earlier assessment year and references in 
this section to the other provisions of this Act shall be construed 
as references to those provisions as for the time being in force 
and applicable to the relevant assessment year." , 


Amend 
ment of 
section 
273A . 


51 . In section 273A of the Income-tax Act ( as amended by section 
113 of the Direct Tax Laws (Amendment) Act, 1987), 


4 of 1988, 


(a ) in sub -section (1) , — 
, (i) clauses (i) and (iii ) shall be omitted ; 


( ti) clauses (a ) and (c) shall be omitted ; 


(iii) for the words, brackets and letters " in all the cases 
referred to in clauses ( a ) , (b ) and (c ) " , the words, brackets and 
letter " in the case referred to in clause (6 ) ” shall be substitut 


ed ; 


(6 ) in sub -section (2 ), clause (a ) shall be omitted ; 


( c) in sub -section (6 ) , after the words " of this section " , the 
words, brackets and figures " as they stood immediately before 
their amendment by the Direct Tax Laws (Amendment ) Act, 1989" 
shall be inserted . 


Amend 
ment of 
section 


4 of 1988 


52. In section 275 of the Income-tax Act, in clause ( a ) [ as substituted 
by section 116 of the Direct Tax Laws (Amendment ) Act, 1987 ], after 
the words " the order of" , the words and brackets " the Deputy Commis 
sioner (Appeals ) or" shall be inserted . 


275 . 


SEC. 1 ] 


THE GAZETTE OF INDIA EXTRAORDINARY 

- - " 


27 


T 


ur 


53. After section 279A of the Income-tax Act, the following section 
shall be inserted , namely : — 


Insertion 
of thew 
section 
279B . 


Proof of 
entries in 
records of 
documents . 


Amend . 
ment of 
Second 
Schedule . 


4 of 1988 . 


" 279B . Entries in the records or other documents in the custody 
of an Income- tax authority shall be admitted in evidence in any 
proceedings for the prosecution of any person for an offence under 
this Chapter, and all such entries may be proved either by the pro 
duction of the records or other documents in the custody of the 
Income-tax authority containing such entries, or by the production 
of a copy of the entries certified by the Income tax authority having 
custody of the records or other documents under its signature and 
stating that it is a true copy of the original entries and that such 
original entries are contained in the records or other documents in 
its custody ." . 
54 . In the Second Schedule to the Income-tax Act - - 

(a ) ( as it stood immediately before its amendment by the 
| Direct Tax Laws (Amendment) Act, 1987 ], for the words " Income 

tax Oficer " , wherever they occur , the words " Assessing Officer" 
shall be substituted and shall be deemed to have been substituted 
with effect from the 1st day of April, 1988; 
(b ) [as amended by clause (a ) of this section ], 

( 1) in rule 2 , for the words " When a certificate has been 
received by the Tax Recovery Officer from the Assessing OM 
cer" , the words " When a certificate has been drawn up by the 
Tax Recovery Officer" shall be substituted ; 

(2 ) In rule 9 , for the words " Assessing Officer " , the words 
" Tax Recovery Officer " shall be substituted ; 

( 3 ) In rule 14 , for the words " Assessing Officer " , the words 
" Tax Recovery Officer ” shall be substituted ; 

(4 ) in rule 25 , in sub -rule ( 1) , for the words " and the As 
sessing Officer shall bear such sum as the Tax Recovery Officer 
shall require in order to defray the cost of such arrangements " , 
the words " and he shall have power to defray the cost of such 
arrangements " shall be substituted ; 

(5 ) In rule 27, for the words " Assessing Officer " , wherever 
they occur, the words " Tax Recovery Officer " shall be substi 
tuted ; 

(6 ) in rule 31, for the words " Assessing Officer " occurring in 
the proviso, the words " Tax Recovery Officer" shall be substi 
tuted : 

(7) in rule 47, for the words " direct that such coins or notes, 
or a part thereof sufficient to satisfy the certificate , be paid over 
to the Assessing Officer" , the words and figure " direct that such 
coins or notes shall be credited to the Central Government and 
the amount so credited shall be dealt with in the manner speci 
fled in rule 8" shall be substituted ; 

(8 ) in rule 60 , in sub -rule ( 1 ) , in clause ( a ) , the words 
" for payment to the Assessing Officer " shall be omitted ; 
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(9 ) in rule 61, for the words " Assessing Officer" , the words 
" such Income tax Officer as may be authorised by the Chief 
Commissioner or Commissioner in this behalf" shall be substi 
tuted ; 


( 10 ) in rule 74 , for the words " the Tax Recovery Officer 
shall proceed to hear the Assessing Officer and take all such 
evidence as may be produced by him in support of execution by 
arrest, and shall then give the defaulter" , the words " the Tax 
Recovery Officer shall give the defaulter " shall be substituted ; 

( 11) in rule 85 , for the words " If at any time after the issue 
of the certificate by the Assessing Officer to the Tax Recovery 

Officer" , the words " If at any time after the certificate is drawn 
í up by the Tax Recovery Officer " shall be substituted ; 


(12 ) in rule 90 , in sub -rule ( 1) , for the words " Assessing 
Officer " , the words " Tax Recovery Oficer ” shall be substituted . 


Amend . 
ment of 
Third 
Schedule , 


4 of 1988. 


55 . In the Third Schedule to the Income-tax Act-- 

(a ) [as it stood immediately before its amendment by the 
Direct Tax Laws (Amendment) Act, 1987 ) , for the words " Income- 
tax Omcer " , the words " Assessing Officer shall be substituted and 
shall be deemed to have been substituted with effect from the 1st 
day of April , 1988 ; 1 

(b ) [ as amended by clause (a ) of this section ], after the 
words " Assessing Officer" , the words " or Tax Recovery Officer shall 
be inserted . 


Amond 
ment of 
Tenth 
Schedula 


4 of 1988. 


56 . In the Tenth Schedule to the Income-tax Act [as inserted by 
section 125 of the Direct Tax Laws (Amendment) Act, 1987 ], 

(i) in rule 1, 

(a ) for the words “ the proviso " , the words " the first pro 
viso or the third proviso " shall be substituted ; 

(6 ) for the words " the said proviso " , the words " the said 
first proviso or, as the case may be , the said third proviso " shall 
be substituted : 
(ti) in rule 3, – 

(a ) after the proviso , the following provisos shall be in 
serted , namely : 2 

" Provided further that the amount of ten thousand 
rupees, specified in column ( 2 ) of the said Table against sub 
section (2 ) of section 48 , shall be increased during the transl 
tional previous year only where the long - term capital gain 
arises as a result of two or more transfers of long- term 
capital assets and at least one of the said transfers is made 
during the initial period of twelve months comprised with 
in the transitional previuus year and the remaining trans 
fer or transfers is or are made during the period beyond 
the said period of twelve months comprised within the 
transitional previous year : 
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Provided also that where more than one period in reg 
pect of different sources of income are included in the transi 
tional previous year under the first proviso or the third 
proviso to sub -section (2 ) of section 3 , then the amount or 
amounts specified in column (2 ) of the said Table shall be 
increased to such extent and in such manner as the Board 
may , having regard to , 

(a ) length of the period or periods included in the 
transitional previous year in respect of different sources 
of Income 

(b ) length of the transitional previous year ; and 

( c ) other relevant factors , 
prescribe in this behalf." ; 


(b ) for the Table, the following Table shall be substituted , 
namely : 


" TABLE 


Provision of the Act 

(1) 


Amount 

(2 ) 


Section 10(3 ) , . 
Soction 12A (6 ) 
Soction 13 (278 ) . 
Section 16 (1) , . 
Soction 16 (1), provigo 
Soction 16 (11) . . 
Section 23 (1) (d ) (it) 
Soction 24(2 ), proviso 
Soctlon 33A (7), proviso 
Socton 35A . . 
Section 35AB . . 


· 
· 
. 
· 


. 
. 
. 
. 
. 


. 


. 
. 
. 
. 
. 


. 
. 
. 


. 
. 


Rs. 
5,000 
. 25,000 
.** 1,000 

12 ,000 
· 1,000 

5,000 and 7,500 
. 3, 600 
· 5,000 

40 ,000, 35,000 and 30 ,000 

1/ 14th of the amount of capltal oxpondituro 
. 1/6th or 1/3rd of the amount paid as 

lumpsum congidoration . 
. 1/ 10th of tho amount of certain proliminary 

oxponsos. 
. 5, 000 and 50,000 

10, 000 
. 25 ,000 and 2,50 ,000 
. 40 ,00 ,000 and 10,00, 000 

10 ,000 
. 6, 000, 9,000 and 12, 000 
. 1/10th of the actual capital sum assured 
. 60, 000 and 40 ,000 


Soction 350 


. 


. 


. 


. 


. 


. 


. 
. 


Soctlon 37(2A ) . . 
Section 40A (12) . 
Soction 44AA (2) (1) and (il) 
Soction 44AB . . . 
Soction 48(2) , . . 
Soction 80C (1) . . . 
Section 80C(3) . . . 
Section 80C(4 ) . . . 

- - : - 


. 
. 
, 
. 
. 
. 
. 

. 
- 


. 
. 
. 
. 
. 
. 
. 
. 


. 
. 
. 
. 
. 
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Provision of the Act 

( 1 ) 


Amount 

(2 ) 


, 
. 


Soction 80C (7)(c) 
Section 80CC (2 ) 
Soction 80CCA (1) , 
Soction 80D (1) 
Soction 80L (1) . . 
Section 8OL (1), 1st proviso 
Section 80L (1), 2nd provigo 
Soction 80P (2XC) . 
Section 80P (21) . . 
Soction 800 . . 
Sortion 139A (2 ) . . 


Rs. 
10 ,000 

20,000 
· 30,000 
, 3,000 
. 7,000 (occurring in two places) 

3,000 
3,000 

40,000 and 20,000 
. 20,600 

15,000 
. 50,000 " ; 


. 
. 
. 
. 


. 
. 
. 
. 


. 
. 
. 
. 


Modifica , 
tion in 
section 0 . 


Modifica 
tion in 
respect 
of depre 
ciation al 
lowanco , 


( lii) for rules 4 and 5, the following rules shall be substituted , 
namely : 

4 . Where the transitional previous year comprises a period 
of eighteen months or more, then , sub -section ( 1) of section 6 
shall be subject to the modification that references therein to the 
periods of one hundred and eighty -two days , ninety days and 
sixty days shall be construed as references , respectively , to the 
periods of two hundred and seventy - three days, one hundred and 
thirty -five days and ninety days . 

5 . Where the assessee s income under the head “ Profits and 
gains of business or profession " or under the head " Income from 
other sources " for a period of thirteen months or more is included 
in his total income for the transitional previous year , the allow 
ance under clause ( ii ) of sub -section (1) of section 32 or , as the 
case may be, under clause (it) of section 57 in respect of depre 
ciation on block of assets calculated in the manner stated in 
clausę ( ii ) of sub -section (1) of section 32 , shall be increased by 
multiplying it by a fraction of which the numerator is the num 
ber of months in the transitional previous year and the denomi 
nator is twelve : 

Provided that where more than one period in respect of in 
come under the head " Profits and gains of business or profes 
sion or under the head " Income from other sources" are includ 
ed in the transitional previous year under the first proviso or 
the third proviso to sub -section (2 ) of section 3, the allowance 
in respect of depreciation on block of assets shall be calculated 
separately for each such period included in the transitional pre 
vious year in the manner stated in clause (ii ) of sub - section ( 1) 
of section 32 and increased , where necessary , by multiplying it 
by a fraction of which the numerator is the number of months 
In such period ( after excluding the number of months relatable 
to the period in relation to which depreciation on block of assets 
has been allowed or is allowable in the previous year relevant 
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Consequ 
ential 
amend . 
ments . 


4 ot 1984 


to the assessment year commencing on the 1st day of April , 
1988 ) and the denominator is twelve . ; 

(iv ) lo rule 6 , the following proviso shall be inserted at the 
end , namely : 

" Provided that where more than one period in respect of 
different sources of income are included in the transitional pre 
vious year under the first proviso or the third proviso to sub 
section (2 ) of section 3 , then the tax shall be chargeable at the 
average rate of tax , calculated in accordance with the provisions 
of this rule , on the total income of the transitional previous year 
after excluding from such total income the income relatable to 
any such period or periods which has already been included 
or is includible in the total income of the previous year or pre 
vious years relevant to the assessment year commencing on the 

1st day of April , 1988." . 
57. The following amendments (being amendments of a consequen 
tial nature ) shall be made in the Income-tax Act, namely : -- 

( 1) in section 80A , in sub -section (3 ) [ as it stood immediately 
before its substitution by section 21 of the Direct Tax Laws (Amend 
ment) Act, 1987 ), 

(a ) after the figures and letters " 80HHC ", the words, figures 
and letters " or section 8OHHD " shall be inserted ; 

(b ) the words, figures and letters " or section 80QQ or section 
80T" shall be omitted ; 
(2 ) in section 80P , in sub -section (3 ) , -- 

(a ) after the words, figures and letters " or section 80HHC " , 
the words, figures and letters " or section 80HHD " shall be in 
serted ; 

(6 ) after the figures and letters " 80HHC ,", the word , figures 
and letters " section 8OHHD ," shall be inserted ; 

(3 ) in section 184 [ as it stood immediately before its substitu 
tion by section 68 of the Direct Tax Laws (Amendment) 
Act, 1987 ], in sub -section (7 ) , in the proviso , in clause ( ii) , for the 
words, brackets and figures " sub -section (1) or sub - section (2) of 
section 139 (whether fixed originally or on extension )" , the words, 
brackets and figures " sub -section ( 1) of section 139 " shall be sub 
stituted ; 

(4 ) in section 273B ( as amended by section 114 of the Direct Tax 
Laws ( Amendment) Act, 1987 ], after the words " In the provisions 
of" , the words, brackets, letter and figure " clause (b ) of sub -section 
( 1) of" shall be inserted , 

CHAPTER IIT 
AMENDMENT TO THE WEALTH - TAX ACT, 1957 
58 . In section 2 of the Wealth -tax Act, 1957 (hereafter in this Chapter 
referred to as the Wealth -tax Act ) , in clause (m ) , the Explanation shall 
be renumbered as Explanation 1 and after Explanation 1 as so renum 
bered, the following Explanation shall be inserted , namely : - 

" Explanation 2 . - Where a debt falling under sub -clause (it) is 
gecured on , or has been incurred in relation to , any asset which 18 


4 of 1988 , 


4 of 1988 , 


27 of 1957 , 


Amend . 
ment of 
section 


: 


32 


THE GAZETTE OF INDIA EXTRAORDINARY 


[PART II 


Amend 
ment of 
section 


not to be included wholly or partly in the net wealth by virtue of 
the provisions of sub - section ( 1A ) of section 5 , the amount of such 
debt shall , for the purposes of the said sub - clause, be limited to the 
value of the said asset which is not includible in the net wealth 
under - sub - section ( 1A ) of section 5 . " . 
50 . In section 4 of the Wealth -tax Act, 
(a ) in sub -section (1) , 

(i) for the portion beginning with the words " In computing 
the net wealth of an individual" and ending with the words " on 
the valuation date are held " , the following shall be substitu 
ted , namely : 

" In computing the net wealth 

( a ) of an individual, there shall be included , as be 
longing to that individual, the value of assets which on 

the valuation date are held — ” ; 
(ii) for clause ( b ) , the following clause shall be substituted , 
namely : 


" (b ) of an assessee who is a partner in a firm or a mem 
ber of an association of persons ( not being a co - operative 
housing society ) , there shall be included , as belonging to 
that asseggee, the value of his interest in the firm or associa 
tion determined in the manner laid down in Schedule III : 


Provided that where a minor is admitted to the benefits 
of partnership in a firm , the value of the interest of such 
minor in the firm , determined in the manner specified above, 
shall be included in the net wealth of that parent of the 
minor whose net wealth (excluding the interest of the 
minor in the firm referred to in this clause ) is greater ; and 
where any such interest is once included in the net wealth 
of either parent for any assessment year , any such interest 
In any succeeding year shall not be included in the net 
wealth of the other parent unless the Assessing Officer is 
satisfied , after giving that parent an opportunity of being 

heard , that it is necessary so to do ." ; 
(b ) sub -section (2 ) shall be omitted . 


Amend . 
ment of 
section 


60. In section 5 of the Wealth -tax Act, 

(a ) in sub -section (1), after clause (xvif ), the following clause 
shall be inserted , namely : 

" (xvig ) in the case of an individual who is a non - resident 
Indian during the year ending on the valuation date, or a nomi 
nee or survivor of such individual or an individual receiving by 
way of gift from such individual, the bonds specifiled under sub 
clause (iid ) of clause ( 15 ) of section 10 of the Income-tax Act : 

Provided that where an individual , who is a non -resident 
Indian during the year ending on the valuation date in which 
the bonds are acquired , becomes a resident in India in any 


Soc. 1) 
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- 


- 


- 


- 
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subsequent year ending on the valuation date , the provisions 
of this clause shall continue to apply in relation to puch indiyi 
dual 

Explanation . For the purposes of this clause, an individual 
shall be deemed to be a non -resident Indian during the year 
ending on the valuation date if in respect of that year the indi 
vidual is a non -resident Indian within the meaning of clause ( e) 
of section 115C of the Income-tax Act;" ; 

(b ) in sub-section ( 1A ) , the following Explanation shall be in 
serted at the end, namely : - - 


" Explanation . Where a debt is secured on , or bag bean 
incurred in relation to any asset referred to in this sub - section , 
the exemption under this sub -section shall be allowed first 
against the value of the asset on which or in relation to which 
such debt is secured or incurred and , thereafter , against the value 
of any other asset so referred to." ; 


(c) after sub -section ( 3) , the following sub -section shall be 
inserted , namely : 

" (4 ) Where the assessee is a partner of a firm or member of 
an association of persons, and the firm or association owns any 
one or more of the assets which are exempt under sub - section 

(1 ) , then , for the purposes of his assessment under this Act, the 
į value of his interest in the firm or association shall be deemed 

to include the value of a part of each such asset of the firm or 
association in the same proportion in which he is entitled to 
share the profits of the firm or association and the assessment 
shall be made after allowing the exemption under gub - section 
( 1 ) in respect of those assets on the basis of such proportionate 
value." . 


61 . In section 6 of the Wealth - tax Act, in Explanation 1A , for the 
word , brackets, figure and letter " clause (4A ) ", the words, brackets and 
figures " sub -clause (ii) of clause (4 ) " shall be substituted . 


Apond 
mont of 
faction o 


62 . For section 7 of the Wealth -tax Act, the following section shall 
be substituted namely : 


Substitut 
Hou of 
DOW 100 
tion for 

action 1 . 
Valua of 
assets how 
to be 
deter 
tatnet . 


7. (1 ) Subject to the provisions of sub -section (2 ) , the value 
, of any asset, other than cash , for the purposes of this Act shall be 

Its value as on the valuation date determined in the manner laid 
down in Schedule III, 


(2 ) The value of a house belonging to the assessee and exclusive 
ly used by him for residential purposes throughout the period 
of twelve months immediately preceding the valuation date , may , 
at the option of the assessee , be taken to be the value determined 
in the manner laid down in Schedule III as on the valuation date next 
following the date on which he became the owner of the house or the 
valuation date relevant to the assessment year commencing on the 
1st day of April, 1971, whichever valuation date fs later ; 
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Provided that where more than one house belonging to the 
assessee is exclusively used by him for residential purposes , thei 
provisions of this sub -section shall apply only in respect of one of such 
houses which the assessee may , at his option , specify in this behalf 
in the return of net wealth . , 


Explanation . For the purposes of this sub - section , 


(i) where the house has been constructed by the assessee , 
he shall be deemed to have become the owner thereof on the 
date on which the construction of such house was completed ; 


( ii ) " house " includes a part of a house being an independent 
residential unit. . 


Amend . 
ment of 
section 11 . 


4 of 1988. 


63 . In section 11 of the Wealth -tax Act [as substituted by section 131 
of the Direct Tax Laws (Amendment) Act , 1987 ), in sub -section ( 2 ) , in 
clause (b ) , for the brackets and figure " (5 ) " , the brackets and figure 
" (4 ) ” shall be substituted and shall be deemed to have been substituted 
with effect from the 1st day of April 1988. 


Amand. 
meat of 
section 16 . 


84 . In section 16 of the Wealth -tax Act [ as substituted by section 138 
of the Direct Tax Laws (Amendment ) Act, 1987 ] , — 


4 of 1988 . 


the proviso , the 


( a ) in sub - section (1) , in clause (a ), after 
following proviso shall be inserted , namely : -- 


" Provided further that an intimation for any tax or interest 
due under this clause shall not be sent after the expiry of two 
years from the end of the assessment year in which the net 
wealth was first assessable," ; 


shall be 


(b ) after sub -section ( 1) , the following sub - section 
inserted , namely : -- 


( 1A ) (a ) Where in the case of any person , the net wealth , 
as a result of the adjustments made under the proviso to clause 
(a ) of sub -section (1 ) , exceeds the net wealth declared in the 
return by any amount, the Assessing Officer shall, 


(i) further increase the amount of tax payable under 
sub -section (1) by an additional wealth -tax calculated at 
the rate of twenty per cent. of the tax payable on such 
excess amount and specify the additional wealth -tax in the 
intimation to be sent under sub -clause ( ) of clause (a ) 
of sub - section ( 1 ) ; 


( ii ) where any refund is due under sub -section ( 1) , 
reduce the amount of such refund by an amount equivalent 
to the additional wealth -tax calculated under sub - clause (1 ) . 


(6 ) Where as a result of an order under section 23 or 
section 24 or section 25 or section 27 or section 29 or section 35 , 
the amount on which additional wealth - tax is payable under 
clause (a ) has been increased or reduced , as the case may be, the 
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additional wealth -tax shall be increased or reduced accordingly , 
and , - 


(i) in a case where the additional wealth -tax is increas 
ed , the Assessing Officer shall serve on the assessee a notico 
of demand under section 30 ; 


( ii ) in a case where additional wealth -tax is reduced , 
the excess amount paid , if any , shall be refunded . 


Explanation . For the purposes of this sub - section , " tax 
payable on such excess amount" means the difference between 
the tax on the net wealth and the tax that would have been 
chargeable had such net wealth been reduced by the amount of 

adjustments. 
65. In section 16A of the Wealth -tax Act, in sub -section (1) , in the 
opening portion , after the words " under this Act," , the words and figures 
" where under the provisions of section 7 read with the rules made under 
this Act or, as the case may be , the rules in Schedule III, the market 
value of any asset is to be taken into account in such assessment," shall 
be inserted . 


mont or 
Bection 
10A , 


66 . In section 17 of the Wealth -tax Act, in sub- section ( 1) [ as substitut 
ed by clause (a ) of section 139 of the Direct Tax Laws (Amendment) 
Act, 1987 ], 

II 


ment of 
section 


4 of 1988 . 


17, 


(a ) for the words " , for reasons to be recorded by him in writ 
ing , is of the opinion " , the words "has reason to believe" shall be 
substituted ; 


(b ) after the proviso , the following proyiso shall be inserted, 
namely : 

" Provided further that the Assessing Officer shall, before 
Issuing any notice under this sub -section record his reasons for 
doing so ." . 


4 of 1988. 


Amand 
ment of 
section 
17B . 


67 . In section 17B of the Wealth -tax Act ( as inserted by section 141 
of the Direct Tax Laws ( Amendment) Act, 1987) - 

(a ) in sub -section ( 1) , – 

(i) after the words " net wealth as determined ", the words, 
brackets and figures " under sub -section (1 ) of section 16 or 
shall be Ingerted ; 

(li) for Explanation 2 , the following Explanation shall be 
substituted , namely : 

Explanation 2. In this sub -section , " tax payable on the 
net wealth as determined under sub -section ( 1 ) of section 
18" shall not include the additional wealth -tax , if any, pay 
able under section 16. ; 

(111 ) after Einlanation 3, the following Explanation shall 
be inserted , namely : 

Explanation 4. - In this sub -section , " ax pavable on the 
net wealth as determined under sub - section ( 1) of section 
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16 or on regular assessment shall, for the purpose of 
computing the interest payable under section 16B , be deem 
ed to be tax payable on the net wealth as declared in the 

return . ; 
(b) in sub - section (3), 

(1) after the words , brackets and figures " sub - section ( 1) 
of section 17 issued " , the words, brackets and figures " atter the 
determination of net wealth under sub -section (1) of section 16 
or shall be inserted ; 

(it) after the words " net wealth as determined " , the words, 
brackets and figures " under sub - section (1 ) of section 16 or" 
shall be inserted ; 

( ttt) the Explanation shall be omitted . 


Amord 
motot 


88. In section 18 of the Wealth -tax Act ( as It stood immediately before 
ito substitution by section 142 of the Direct Tax Laws (Amendment) 
Act, 1987 ), 


40t 1988 . 


(a ) in sub -section (1) , 

(1) clause (a ) shall be omitted ; 
(U ) clause (1) shall be omitted ; 

( itt ) for clause ( 14 ) , the following clause shall be substitutod , 
namely :- - 

" (! ) in the cases referred to in clause (b ) , in addition 
to the amount of wealth - tax payable by him , a sum which 
shall not be less than one thousand rupees but which may 
extend to twenty -five thousand rupees for each such 
tallure ;" ; 

(tv ) for the proviso , the following provigo shall be substi 
tuted , namely : 

" Provided that in the cases referred to in clause (6 ) , 
no penalty shall be imposable if the person proves that there 
was a reasonable cause for the failure referred to in that 
clause ." ; 

( v ) for Explanation 3 , the following Explanation shall be 
substituted , namely : 


" Explanation 3. — Where any person who has not pre 
viously been assessed under this Act, fails, without reason 
able cause , to furnish within the period specified in sub 
section (1 ) of section 17A , a return of his net wealth which 
he is required to furnish under section 14 in respect of any 
assessment year commencing on or after the 1st day of 
April , 1989 , and until the expiry of the period aforesaid , no 
notice has been issued to him under clause (i) of sub - section 
(4 ) of section 16 or sub -section ( 1 ) of section 17 and tho 
Aşgessing Officer or the Deputy Commissioner (Appeals ) or 
the Commissioner (Appeals ) is satisfied that in respect of 
mich assessment year such person has assessable net wealth , 
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then , such person shall, for the purposes of clause (c ) of 
this sub -section , be deemed to have concealed the particuları 
of his assets or furnished inaccurate particulars of any 
assets or debts in respect of such assessment year, notwith 
standing that such person furnishes a return of his net 
wealth at any time after the expiry of either of the perioda 
aforesaid applicable to him in pursuance of a notice under 
section 17." ; 

(vi) after Explanation 5, the following Explanation shall bo 
inserted , namely : 

" Explanation 6 . - Where any adjustment is made in the 
wealth declared in the return under the proviso to clause 
(a ) of sub -section (1 ) of section 16 and additional wealth : 
tax charged under that section , the provisions of this sub 
section shall not apply in relation to the adjustments to 
made." ; 


(b ) tor sub -section (3 ), the following sub -section shall be 
rubstituted , namely : 

" (3) No order imposing a penalty under gub-section (1) 
shall be made 

(i) by the Income- tax Oncer, where the penalty 
exceeds ten thousand rupees ; 

( tl) by the Agsistant Commissioner , where the penalty 
exceeds twenty thousand rupees, 
except with the prior approval of the Deputy Commissioner." ; 


(c ) sub -section (3A ) shall be omitted ; 


(d ) for sub-section (5) , the following sub -sections shall be 
substituted , namely : 


shall 


" (5 ) No order imposing a penalty under this section 
be passed 


(i) in a case where the assessment to which the pro 
ceedings for imposition of penalty relate is the subject 
matter of an appeal to the Deputy Commissioner (Appeals ) or 
the Commissioner (Appeals ) under section 23 or an appeal to 
the Appellate Tribunal under sub- section (2 ) of section 24 , 
after the expiry of the financial year in which the proceedings, 
in the course of which action for the imposition of penalty has 
been initiated , are completed , or six months from the end 
of the month in which the order of the Deputy Commissioner 
( Appeals) or the Commissioner (Appeals ) or, as the case 
may be, the Appellate Tribunal is received by the Chiet Com 
missioner or Commissioner, whichever is later ; 


(tt) in a case where the relevant aggessment is tho 
subject-matter of revision under sub -section (2 ) of section 
25, after the expiry of six months from the end of the month 
in which such order of revision is passed ; 
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(iii) in any other case , after the expiry of the financial 
year in which the proceedings, in the course of which action 
for the imposition of penalty has been initiated , are com 
pleted , or six months from the end of the month in which 
action for imposition of penalty is initiated, whichever 
period expires later , 


Explanation . — In computing the period of limitation for the 
purposes of this section , 


(i) any period during which the immunity granted 
under section 22H remained in force ; 

( ii ) the time taken in giving an opportunity to the 
assessee to be reheard under the proviso to section 39 ; and 

(lii) any period during which a proceeding under this 
section for the levy of penalty is stayed by an order or 
Injunction of any court, 
shall be excluded . 


(6 ) The provisions of this section as they stood immediately 
before their amendment by the Direct Tax Laws ( Amendment) 
Act, 1989 shall apply to and in relation to any assessment for 
the assessment year commencing on the 1st day of April, 1988, 
or any earlier assessment year and references in this section to 
the other provisions of this Act shall be construed as references 
to those provisions as for the time being in force and applicable 
to the relevant assessment year." . 


69 . For section 18A of the Wealth -tax Act ( as it stood immediately 
before its substitution by section 142 of the Direct Tax Laws (Amend 
ment) Act, 1987 ], the following section shall be substituted , namely : 


tot 1988 . 


Substitu 
tion of 
new 
section 
for 
Laction 
ILA . 


- 


- 


18A . (1) If any person , 


Penalty 
for failure 
to Antwer 
questions, 
siga state 
ments , 
turalah 
Informa 
tion , allow 
Inapoc. 
Hon , ote, 


( a ) being legally bound to state the truth of any matter 
touching the subject of his assessment, refuses to answer any 
question put to him by a wealth -tax authority in the exercise 
of his powers under this Act; or 


(b ) refuses to sign any statement made by him in the course 
of any proceedings under this Act , which a wealth -tay authority 
may legally require him to sign ; or 


(c ) to whom a summons is issued under sub- section (1 ) of 
section 37 either to attend to give evidence or produce books of 
account or other documents at a certain place and time, omits 
to attend or produce the hooks of account or documents at the 
place and time, 


he shall pay , by way of penalty , a sim which shall not be less than 
Ave hundred rupees but which may extend to ten thousand rupees 
for each such default or failure : 


Sec . 1) 
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Provided that no penalty shall be imposable under clause (c ) if 
the person proves that there was reasonable cause for the said failure . 


(2 ) If a person fails to furnish in due time any statement or 
information which such person is bound to furnish to the Assessing 
Officer under section 38 , he shall pay, by way of penalty , a sum which 
shall not be less than one hundred rupees but which may extend to 
two hundred rupees for every day during which the failure continues; 


Provided that no penalty shall be imposable under this sub 
section if the person proves that there was reasonable cause for the 
said fallure . 


( 3 ) Any penalty imposable under sub -section (1 ) or sub -section 
( 2 ) shall be imposed 


(a ) in a case where the contravention , failure or default in 
respect of which such penalty is imposable occurs in the course 
of any proceeding before a wealth - tax authority not lower in rank 
than a Deputy Director or a Deputy Commissioner , by such 
wealth - tax authority ; 


(b ) in any other case , by the Deputy Director or the 
Deputy Commissioner . 


(4 ) No order under this section shall be passed by any wealth 
tax authority referred to in sub -section (3) unless the person on whom 
the penalty is proposed to be imposed has been heard , or has been 
given a reasonable opportunity of being heard in the matter , by such 
authority . 


Explanation . In this section , " wealth -tax authority ” includes a 
Director General, Director, Deputy Director , Assistant Director and 
a Valuation Officer while exercising the powers vested in a court 
under the Code of Civil Procedure , 1908 , when trying a suit in respect 
of the matters specified in sub -section (1 ) of section 37. . 


6 of 1908 . 


70 . In section 18B of the Wealth -tax Act, 


A4 


(a ) in sub -section (1) , – 

(t) clause (t) shall be omitted ; 


Amend. 
ment of 
Doction 
183 . ir 


( ii ) clause (a ) shall be omitted ; 


sub -section 


shall be 


(b ) after sub -section (5 ) , the following 
inserted, namely : 


" (6 ) The provisions of this section as they stood immediate 
ly before their amendment by the Direct Tax Laws (Amend 
ment ) Act, 1989, shall apply to and in relation to any assess 
ment for the assessment year commencing on the 1st day of 
April, 1988 , or any earlier assessment year , and references in 
this section to the other provisions of this Act shall be construed 
as references to those provisions as for the time being in force 
and applicable to the relevant assessment year." 
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bction 23 


section 23 of the Wealth - tax Act ( as amended by section 146 of 
the Direct Tax Laws ( Amendment) Act, 19871 , 


4 of 1988 , 


, 0) in sub -section (1 ) , in clause ( d ) , the words , figures and 
letters " as it stood immediately before the 1st day of April , 1989 or 
under section 18 as amended by the Direct Tax Laws (Amendment) 
Act, 1987" occurring at the end shall be omitted ; 

( ii) in sub -section (1A ), for clause (b ), the following clause 
shall be substituted , namely : 


4 of 1988 . 


" (b ) objecting to any penalty imposed under sub - section (1) 
of section 18 with the previous approval of the Deputy Commis 
sioner as specified in sub -section (3 ) of that section ;" . 


Amond 
1mont of 
Kection 


72. In section 26 of the Wealth - tax Act, in sub -section ( 1) , after the 
word and figures " section 25 " , the words, figures and letter " or an order 
passed by the Director General or Director under section 18A " shall be 
Insertad 


20 . 


77 . In section 34A of the Wealth -tax Act, 


Amond 
mont of 
faction 
344 


(a ) in sub -section (1) , in the proviso [ as inserted by clause (i) 
of section 150 of the Direct Tax Laws (Amendment) Act, 1987 ], in 
clause (6 ) , for the words " total income" , the words " net wealth " shall 
be substituted ; 


4 of 1988 . 


(b ) in sub -section (4B ) ( as inserted by section 150 of the Direct 
Tax Laws (Amendment) Act, 1987 ], 


40f 1988 


(1) in clause (a) , for the words " Where, in pursuance of 
any order passed under this Act, the refund of any amount 
becomes due to the assessee" , the words " Where refund of any 
amount becomes due to the assessee under this Act," shall be 
substituted ; 


(ii) in clause ( c ) , after the words " an order under " , the 
words , brackets and figures " sub -section ( 3) or sub - section (5 ) 
of section 16 or " shall be inserted . 


74 . In section 35 of the Wealth - tax Act ( as amended by gection 160 of 
the Direct Tax Laws (Amendment ) Act, 1987 ], in sub - section (1 ) , in 
clause (c) , the words , figures and letter " or section 23A " shall be omitted . 


Amend 
ment of 
section 
M . 


4 of 1988 . 


75. After section 35 - 0 of the Wealth -tax Act, the following section 
shall be inserted , namely : 


Insertion 
of now 
rection 
96 . 


Proot of 
entrio in 
tacordo of 

doon 
monta 


" 36 . Entries in the records or other documents in the custody of 
a wealth -tax authority shall be admitted in evidence in any proceed 
Ings for the prosecution of any person for an offence under this Act, 
and all such entries may be proved either by the production of the 
records or other documents in the custody of the wealth -tax authority 
containing such entries or by the production of a copy of the entries 
certified by the wealth -tax authority having custody of the records 
or other documents under its signature and stating that it is a true 
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copy of the original entries and that such original entries are con 
tained in the records or other documents in its custody." . 


76 . In section 41 of the Wealth -tax Act, in sub- section (2 ) , for the 
words " and in the case of any other association of persons", the words 
" and in the case of a company or any other association of persons" shall 
be substituted . 


Amend 
ment of 
section 


41. 


77. In section 42A of the Wealth - tax Act, the following Explanation 
shall be inserted at the end , namely : 


Amend . 
mont of 
section 
42 A , 


" Explanation . In the case of a company, the names of the 
directors, secretaries and treaşurers, or managers of the company , 
may also be published 1f, in the opinion of the Central Government, 
the circumstances of the case justify it." . 


78 . In the Wealth -tax Act, after Schedule II, the following Schedulo 
shall be inserted , namely : 


Ingertion 
of new 
Sche 
dulo III. 


SCHEDULE III 

[ See section 7 (1) ] 
RULES FOR DETERMINING THE VALUE OF A & SETS 


PART A 


General 


1. The value of any asset, other than cash , for the purposes of this 
Act, shall be determined in the manner laid down in these rules. 


Value of 
argets 
how to 
be deter 
mined . 


2 . In this Schedule , unless the context otherwise requires, 


Defini 
tion . . 


( 1) " accounting year" in relation to a company means a period 
in respect of which any profit and losg account of the company laid 
before it in the annual general meeting is made up ; 


(2 ) " debenture " includes debenture stock , bonds and any other 
securities of a company , whether constituting a charge on the assets 
of the company or not; 

(3) " equity share" means any share in the share capital of a 
company other than a preference share . 


(4 ) " gold " means gold , including its alloy , whether virgin , 
melted , remelted , wrought or unwrought, in any shape or form of a 
purity of not less than nine carats and includes any gold coin (whether 
legal tender or not ) , any gold ornament and other article of gold ; 


(5 ) " gold ornament" means any article in a finished form , meant 
for personal adornment or for the adornment of any idol, deity or 
any other object of religious worship , made of, or manufactured 
from , gold , whether or not set with stones or gems, real or artifical, 
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or with pearls, real, cultured or imitation , or with all or any of them 
and includes parts , pendants or broken pieces of gold ornaments ; 


(6 ) " Investment company " means a company whose gross total 
income consists mainly of income which is chargeable to income tax 
under the heads " Income from house property " , " Capital gains" and 

Income from other sources " . 


" 


Explanation . In this clause, the expression " gross total income" 
shall have the meaning assigned to it in section 80B of the Income- tax 


(7) 


jewellery s includes 


, 


TI 


(a ) ornaments made of gold , stlver, platinum or any other 
precious metal or any alloy containing one or more of such 
precious metals , whether or not containing any precious or semi 
precious stones, and whether or not worked or sewn into any 
wearing apparel ; 


(b ) precious or semi-precious stones, whether or not get in 
any furniture, utensils or other article or worked or sewn into 
any apparel; 


1 of 1956 . 


(8 ) " preference share has the meaning assigned to it in section 
85 of the Companies Act, 1958; 

(9 ) " quoted share" or " quoted debenture" , in relation to an 
equity share or a preference share or , as the case may be, a debenture , 
meang a share or debenture quoted on any recognised stock exchange 
with regularity from time to time, where the quotations of such shares 
or debentures are based on current transactions made in the ordinary 
course of business . 


Explanation . — Where any question arises whether a share or 
debenture is a " quoted ghare " or a " quoted debenture within the 
meaning of this clatte, la certificate - to that effect furtished by the 
concerned stock exchange in the prescribed form shall be accepted 
as conclusive; 


(10 ) " recognised stock exchange" has the meaning assigned to 
it in clause (f) of section 2 of the Securities. Contracts (Regulation ) 
Act, 1958 ; 


42 of 1956 , 


( 11 ) " unquoted share " or " unquoted debenture" , in relation to 
an equity share or a preference share or , as the case mayber a deben 
- ture, means a share or debenture which is not a quoted share or a 
quoted debenture. 


PART B 


Immovable property 


Valua . 
tion of 

immov 
able pro 
perty . 


3 . Subject to the provisions of rules 4, 5 , 6, 7 and 8, for the purposes 
of ou - section (1 ) of section -7s: the valge of anym owablet property , 
being a building or land appurtenant thereto , or part thereof, shall be the 
Amount arrived at byr multiplying the net maintainable rent -by the figure 
125 : 


gna. 11 
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Provided that, in relation to any such property which is constructed on 
leaseho d land , this rule shall have effect as if for the figure 12.5, 

(a ) where the inexpired period of the lease of such ,land is fifty 
years or more, the figure 10.0 had been substituted ; and 

(b ) where the unexpired period of the lease of such land is less 
than fifty years , the figure 8.0 had been substituted : 


Provided further that where such property is acquired or construction 
of which is completed after the 31st day of March , 1974 , if the value so 
arrived at 1s lower than the cost of acquisition or the cost of construction , 
as increased , in efther case , by the cost of any improvement to the property , 
the cost of acquisition or, as the case may be, the cost of construction , as 
go increased , shall be taken to be the value of the property under this 
rule : 


Provided also that the provisions of the second proviso shall not apply 
for determining the value of one house belonging to the assessee , where 
such house is acquired or the construction whereof is completed after 
the 31st day of March , 1974 , and the house is exclusively used by the 
assessee for his own residential purposes throughout the period of twelve 
months immediately preceding the valuation date and the cost of acquisi 
tian or, as the case may be, the cost of construction , as increased , in 
either case , by the cost of any improvement to the house , does not 
exceed , 

(a ) if the house is situate at Bombay, Calcutta , Delhi or Mad 
ras, fifty lakh rupees ; 

(b ) if the house is situate at any other place, twenty - five lakh 
rupees : 


Provided also that where more than one house belonging to the asses 
see is exclusively used by him for residential purposes, the provisions 
of the third proviso shall apply only in respect of one of guch houses 
which the assessee may, at his option , specify in this behalf. 


Net 
main 
tainable 
rent hon 
to be 
computed . 


4 . For the purposeg of rule 3, " net maintainable rent" in relation 
to an immovable property, referred to in that rule, shall be the 
amount of gross maintainable rent as reduced by 

(i) the amount of taxes levied by any local authority in 
respect of the property ; and 

( 11 ) a sum equal to Afteen per cent. of the gross maintainable 
rent, 

5 . For the purposes of rule 4 , " gros , maintainable rent" , in relation 
to any immovable property referred to in rule 3 , means 


(1) where the property is let, the amount , received or receiv 
able by the owner as annual rent or the annual value assessed by 
the local authority in whose area the praparty is situated for the 
purposes of levy of property tax or any other tax on the basis of 
such assessment, whichever is higher ; 


Gross 
main 
tainable 
rent 
how to 
be com . 
puted . 


(it) where the property is not let, the amount of annual rent 
assessed by the local authority in whose area the property is 
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situated for the purpose of levy of property tax or any other tax 
on the basis of such assessment, or , if there is no such assessment 
or the property is situated outside the area of any local authority 
the amount which the owner can reasonably be expected to receive 
as annual rent had such property been let . 


Explanation . In this rule, 


(1) " annual rent" means, -- 


(a ) where the property is let throughout the year ending 
, on the valuation date (hereinafter referred to as " previous 

year " ) , the actual rent received or receivable by the owner in 
respect of such year ; 

(b ) where the property is let for only a part of the pre 
vious year , the amount which bears the same proportion to the 
amount of actual rent received or receivable by the owner for 
the period for which the property is let as the period of twelve 
months bears to the number of months (including part of a 
month ) during which the property is let during the previous 
year : 


Provided that in the following cases, such actual rent under 
sub -clauses (a ) and (b ) shall be increased in the manner specified 
below : 


(t) where the property is in the occupation of a tenant and 
taxes levied by any local authority in respect of the property 
are borne wholly or partly by the tenant, by the amount of the 
taxes so borne by the tenant ; 

( ii ) where the property is in the occupation of a tenant 
and expenditure on repairs in respect of the property is borne 
by the tenant, by one-ninth of the actual rent ; 

(tu ) where the owner hag accepted any amount as deposit 
(not being advance payment towards rent for a period of three 
months or less ) , by the amount calculated at the rate of 15 per 
cent. per annum on the amount of deposit outstanding from 
month to month , for the number of months ( excluding part of 
a month ) during which such deposit was held by the owner in 
the previous year , and if the owner is liable to pay interest on 
such deposit, the increase to be made under this clause shall be 
limited to the sum by which the amount calculated as afore 
said exceeds the interest actually paid ; 


(iv ) where the owner has received any amount by way of 
premium or otherwise as consideration for leasing of the pro 
perty or any modification of the terms of the lease , by the 
amount obtained by dividing the premium or other amount by 
the number of years of the period of the lease ; 


(v ) where the owner derives any benefit or perquisite , 
whether convertible into money or not, as consideration for 
leasing of the property or any modification of the terms of the 
lease, by the value of such benefit or perquisite ; 
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(2 ) " rent received or receivable " shall include all payments for 
the use of the property , by whatever name called , the value of all 
benefits or perquisites whether convertible into money or not, 
obtained from a tenant or occupier of the property and any sum 
paid by a tenant or occupier of the property in respect of any obli 
gation which , but for such payment, would have been payable by 
the owner 


6 . Where the unbuilt area of the plot of land on which the property 
referred to in rule 3 is constructed exceeds the specified area , the value 
arrived at in accordance with the provisions of rule 3 shall be increased 
by an amount calculated in the following manner , namely : 

(a ) where the difference between the unbuilt area and the 
specified area exceeds five per cent. but does not exceed ten per 
cent . of the aggregate area , by an amount equal to thirty per cent. 
of such value ; 

(6 ) where the difference between the unbuilt area and the 
specified area exceeds ten per cent, but does not exceed fifteen per 
cent . of the aggregate area , by an amount equal to twenty per cent. 
of such value ; 

(c) where the difference between the unbuilt area and the 
specified area exceeds fifteen per cent. but does not exceed twenty 
per cent of the aggregate area , by an amount equal to forty per cent. 
of such value. 


Adjust 
ments to 
value 
arrived 
at under 
rule 3 . 
for un 
bullt 
area of 
plot 
of land . 


Explanation . For the purposes of this rule and rule 6, 

(a ) " aggregate area ” , in relation to the plot of land on which 
the property is constructed , means the aggregate of the area on 
which the property is constructed and the unbuilt area ; 


(b ) " specified area" , in relation to the plot of land on which 
the property is constructed , means , 


( 1) where the property is gituate at Bombay, Calcutta , Delhi 
or Madras, sixty per cent of the aggregate area ; 

(ti) where the property is situate at Agra , Ahmedabad , 
Allahabad , Amritsar, Bangalore, Bhopal, Cochin , Hyderabad , 
Indore, Jabalpur, Jamshedpur, Kanpur, Lucknow , Ludhiana , 
Madurai, Nagpur, Patna, Pune, Salem , Sholapur, Srinagar , Surat, 
Tiruchirappalli, Trivandrum , Vadodara (Baroda ) or Varanasi 
(Banaras ), sixty - five per cent, of the aggregate area ; and 


(ili ) where the property is situate at any other place , seventy 
per cent of the aggregate area : 


Provided that where , under any law for the time being in force , 
the minimum area of the plot of land required to be kept as open 
space for the enjoyment of the property exceeds the specified area, 
such minimum area shall be deemed to be the specified area ; 


(c ) " unbuilt area " , in relation to the aggregate area of the plot 
of land on which the property is constructed , means that part of 
such aggregate area on which no building has been erected , 
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Adjust 
ment for 
uncerned 
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value of 
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7. Where the property is constructed on land obtained on lease from 
the Government , a local authority or any authority referred to in clause 
(20A ) of section 10 of the Income- tax Act, and the Government on any 
nach authority is , under the terms of the lease , entitled to claim and 
recover , a speoified part of the unearned increase in the value of the land 
at the time of the transfer of the property , the value of such property as 
determined under rule 3 shall be reduced by the amount to Habla to bo 
claimed and recovered or by an amount equal to fifty per cent. of the 
value of the property ag so determined , whichever is less, as if the pro 
perty had been transferred on the valuation date . 


Explanation . For the purpose of this rule, " unearned increase " means 
the difference between the value of such land on the valuation date as 
determined by the Government or such authority for the purpose of cal 
culating such increase and the amount of the premium paid or payable 
to the Government or such authority for the lease of the land. 


Ruto - 9 
not to 
apply 
certain 
cases, 


in 


8. Nothing contained in rule 3 shall apply 

(a ) where, having regard to the facts and circumstances of the 
case , the Assessing Officer, with the previous approval of the Deputy 
Commissioner, is of opinion that it is not practicable to apply the 
provisions of the sadd rule to such a case ; or 


(b ) where the difference between the unbuilt area and the speci 
fied area exceeds twenty per cent of the aggregate area ; or 

(c ), where the property is constructed on leasehold land and the 
lease expires within a period not exceeding fifteen years from the 
relevant valuation date and the deed of lease does not give an option 
to the lessbe for the renewal of the lease, 


and in any case referred to in clause ( a ) or clause (b ) or clause (c ), the 
value of the property shall be determined in the manner laid down in 
rule 20 . 


PART C 


Shares in or debentures of companies 


Quoted 
shares 
and de 
bentures 
of com . 
panies , 


9. The value of an equity share or a preference , share in any company 
or a debenture of any company which is a quoted share or a quoted 
debenture shall be taken as the value quoted in respect of such share or 
debenture on the vahgation date or where there is no such quatation on 
the valuation date , the quotation on the date closest to the valuation 
date and immediately preceding such date . 


UD 
quoted 
prefer 
ence 
shares . 


10 . ( 1) Subject to the provisions of sub -rule (2) , the value of un 
quoted preference share in any company shall 

(a ) where the preference share is issued before the valuation 
date at a rate of dividend of not less than eight per cent., be the 
paid - up value of such share ; and 


(6 ) where the preference share is issued before the valuation date 
at a rate of dividend of less than eight per cent., be the adjusted 
paid -up value of such share. 
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( 2 ) Where no dividend has been paid in respect of an „ unquoted 
preference share by any company continuously for not less than three 
accounting years ending on the valuation date or , in a case where the 
accounting year of the company does not end on the valuation date, for 
not less than three continuous accounting yearstematngon a date imme 
diately before the valuation date , the paid - up value or , as the case may 
be, the adjusted paid -up value shall be reduced , 


(a ) in the case of a non -cumulative preference share, as indi 
cated in the Table below : 


TABLE 


Number of accounting your ording on tho 
valuation date or, in a case where the 
accounting year does not end on the 
Valuation date, thor hugsbet of accounting 
years ending on a date immediately 
preceding the valuation date, for 
which no dividend has been paid 


Rate of roduction 


Turco years 


Four years 
Five years 
six years and above 


10 per cent of the paid -up 

valuo or the adjusted pald 
upraluc,4tbou may be ; 

- do 
30 do 
140 - do 


(b ) in the case of a cumulative preference share, by one half 
of the rates specified in the aforesaid Table. 
Explanation . For the purposes of this rule, " adjusted paid -up value " , 
In relation to a preference share , meang an amount which bears to the 
paid -up value of the preference share the same proportion as the stipulat 
ed rate of dividend [ being the rate of dividend on the preference share 
specified in the terms of issue of such share, and in a case where such 
dividend is required to be increased under the providong pt Boctlon of the 
Protestance Shares (Regulation of Dividends) Act, 1980, the rate of 
dividend as xo increased ) on guch share bear , to the rate of eight per 
cont. 


63 of 1960 . 


11 . (1 ) The value of an unquoted equity share in any company, other 
than an investment company, shall be determined in the manner get out 
in sub - rule: ( ) . 


Unquo 
tod oquity 
sharoa 


( 2) The value of all the Habilities as shown in the balance -sheet 
of such company shall be deducted from the value of all its assets shown 
in that balance-sheet; the net amount so arrived at shall be divided by 
the total amount of its paid -up equity share capital as shown in the 
balance sheet; the result multiplied by the pald - up value of each equity 
share shall be the break -up value of oach nnquoted equity share , and an 


companies 
other than 
investment 
companies. 
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amount equal to eighty per cent of the break -up value so determined 
shall be the value of the unquoted equity share for the purposes of this 
Act. 


(3 ) For the purposes of sub -rule (2) , 

(a ) the following amounts shown as assets in the balance -sheet 
shall not be treated as assets, namely : 

(1) any amount paid as advance -tax under the Income-tax 
Act; 

( ii ) any amount shown in the balance -sheet including the 
debit balance of the profit and loss account or the profit and 1088 
appropriation account which does not represent the value of any 
asset ; 


(b ) the following amounts shown as liabilities in the balance 
sheet shall not be treated as liabilities, namely : 


(i) the pald -up capital in respect of equity shares ; 


( 11) the amount set apart for payment of dividends on 
preference shares and equity shares where such dividends have 
not been declared before the valuation date at a general body 
meeting of the company; 

(iii) reserves, by whatever name called , other than those 
set apart towards depreciation ; 

( iv ) credit balance of the profit and loss account ; 


(v ) any amount representing provision for taxation , other 
than the amount referred to in sub -clause (i) of clause (a ) , to 
the extent of the excess over the tax payable with reference to 
the book profits in accordance with the law applicable thereto ; 


( vi) any amount representing contingent liabilities other 
than arrears of dividends payable in respect of cumulative pre 
ference shares. 


Explanation . For the purposes of this rule , " balance -sheet" , in 
relation to any company, means the balance -sheet of such company 
( Including the Notes annexed thereto and forming part of the accounts ) 
as drawn up on the valuation date and, where there is no such balance 
sheet the balance - sheet drawn up on a date immediately preceding the 
valuation date , and, in the absence of both , the balance-sheet drawn up 
on a date immediately after the valuation date . 


12 (1 ) Subject to rule 13 , the value of an unquoted equity share in 
an investment company shall be determined in the manner specified in 
sub -rule (2 ) . 


Un 
quoted 
equity 
shares 
in invegt 
ment 
com . 
panies, 


(2 ) The value of all the liabilities as shown in the balance -sheet of 
such company shall be deducted from the value of all its assets shown in 
that balance- sheet ; the net amount so arrived at shall be divided by the 
total paid -up equity share capital of the company as shown in the balance 
sheet, and the result multiplied by the paid -up value of each equity share 
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nu - 4 


shall be the value of the unquoted equity share in that investment com 
pany for the purposes of this Act. 


(3 ) For the purposes of sub -rule (2 ) , the value of an asset disclosed 
in the balance -sheet of the company shall be taken to be its value deter 
mined in accordance with the rules as applicable to that particular asset 
and , in the absence of any such rule, the value of such asset shall be its 
value as determined under rule 20 . 


(4 ) For the purposes of this rule, 

(a ) "balance -sheet" has the same meaning ag in rule 11; 

(b ) the amounts referred to in sub - rule (3 ) of rule 11 shall not 
be treated as assets or liabilities . 


1 of 1966, 


(5 ) For the purpose of facilitating the valuation of unquoted equity 
shares under this rule and rule 13 , the company concerned shall have 
such valuation made by its auditors appointed under section 224 of the 
Companies Act, 1958 , and a certificate of the auditors relating to such 
valuation in the prescribed form shall be furnished to the Assessing Officer 
in the case of the company; and the valuation made by the auditors 
shall be taken into account in the assessments of the shareholders of the 

- - - - - -- 
company. 


13. ( 1) The value of an unquoted equity share in one of the two Unquoted 
interlocked companies held by the other interlocked company for the 

for the equity 

shares 
purposes of rule 12 shall be equal to the paid -up value of such share or in inter 
the value determined under sub -rule (2 ) , whichever is higher . 

locked 

com 
(2 ) For the purpose of sub -rule (1 ) , the aggregate value of all the panies . 
equity shares in an interlocked company shall be arrived at by multiplying 
the maintainable profits of such company by — 


(a ) the fraction 100 in a case where the gross total in 
come of the company consists , to the extent of not less than 51 
per cent. of income chargeable under the head " Income from house 
property " ; or 


то 


( b ) the fraction 

in the case of any other interlocked 
company , 
and the resultant amount divided hy the number of such equity shares 
shall be the value of such an cquity share in such company. 


( 3 ) The maintainable profits of the company , for the purpose of sub 
rule (2 ) , shall be computed in the following manner, namely : 


( a ) the book profits of the company for the five accounting years 
of the company immediately preceding the valuation date shall 
Arst be ascertained ; 


(b ) adjustments shall be made to the book profita for each 
of the said five years for all non -recurring and extraordinary 
items of income and expenditure and losses; 

(c ) adjustments shall be made to the book profits for ex 
penditure which is not of a revenye nature but is debited in the 


THE GAZETTE OF INDIA EXTRAORDINARY 


[PART II 


accounts and for receipts which are in the nature of revenue 
receipts but are not accounted for in the profit and long account; 


(d ) any development rebate or investment allowance debited in 
the books of account shall be added back to the book profits ; 


( e ) the tax liability of the company on the book profits, 
arrived at after the adjustments at Items (a ), (b ) , (c ) and ( d ) , Bhalı 
be deducted from such book profits ; 


(f) amounts required for paying dividends on preference shares 
or shares with prior rights shall be deducted from such book profita ; 

( g) the aggregate of the book profits for the five account 
ing years so arrived at, divided by 5, shall be the maintain . 
able profits of the company. 


Explanation . For the purposes of this rule , "Interlocked companies" 
means any two investment companies each of which holds shares in the 
other company. 


PART D 


Assets of business 


Global 
valuation 
of assets 
of businoar. 


14 . ( 1 ) Where the assessee is carrying on a business for which accounts 
are maintained by him regularly , the net value of the assets of the busi 
ness as a whole , having regard to the balance sheet of such business on 
the valuation date after adjustments specified in sub - rule ( 2) shall be 
taken as the value of such assets for the purposes of this Act. 


(2 ) For the purposes of gub -rule ( 1) 


(a ) the value of any asset as disclosed in the balance -sheet 
shall be taken to be, -- 


depreciation 


( ) in the case of an asset on which 
admissible , its written - down value; 


is 


(44) in the case of an asset on which no depreciation 18 
admissible , its book value ; 


( iii ) in the case of closing stock , its value adopted for the 
purposes of assessment under the Income-tax Act for the pre 
vious year relevant to the corresponding assessment year : 


( h ) where the value of any of the assets referred to in clause 
( a ) , determined in accordance with the provisions of this Schedule 
Aş applicable to that particular asset or if there are no such provt 
sions , determined in accordance with rule 20 , exceeds the value 
arrived at in accordance with clause (a ) by more than 20 per cent.. 
then the higher value shall be taken to be the value of that asset; 


( c ) the value of an asset not disclosed in the balance - sheet, 
shall be taken to be the value determined in accordance with the 
provisions of this Schedule as applicable to that asset ; 
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( d ) the value of the following assets which are disclosed in the 
balance -sheet shall not be taken into account, namely : 


(1) any amount paid as advance tax under the Income- tax 
Act; 

(ii) the debt due to the assessee according to the balance 
sheet or part thereof which has been allowed as a deduction 
under clause (vii) of sub -section ( 1) of section 36 of the 
Income-tax Act, for the purposes of assessment for the previous 
year relevant to the corresponding assessment year under that 
Act ; 

(tu ) the value of any asset in respect of which wealth -tax 
is not payable under this Act; 

(iv ) any amount shown in the balance -sheet including the 
debit balance in the profit and loss account or profit and lose 
appropriation account which does not represent the value of any 
asset; 

(v ) any asset shown in the balance-sheet not really pertain 
ing to the business ; 

(e ) the following amounts shown as llabilities in the balance 
sheet shall not be taken into account, namely : 


( 1) capital employed in the business other than that attri 
butable to borrowed money ; 

( tt) reserves by whatever name called ; 

(iii ) any provision made for meeting any future or conta 
gent liability ; 

(iv ) any liability shown in the balance - sheet not really 
pertaining to the business ; 

( v ) any debt owed by the assessee to the extent to which 
it has been specifically utilised for acquiring an asset in respect 
of which wealth -tax is not payable under this Act : 


Provided that where it is not possible to calculate the amount 
of debt go utilised , it shall be taken as the amount which bears the 
game proportion to the total of the debts owed by the assessee 28 
the value of that asset bears to the total value of the assets of the business . 


Explanation .- Provision for any purpose other than taxation shall 
be treated as a reserve . 


PART E 
Interest in firm or association of persons 


, 18 . The value of the interest of a person in a firm of which he is 
a partner or in an association of persons of which he is a member shall 
be determined in the manner provided in rule 16 . 


Valua 
tion of 
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ET 


16 . The net wealth of the firm or Association of persons on 
valuation date shall first be determined as if it were the assessee 
thereafter, 


the 
and , 


Compu 
tation 
of net 
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of tho 
Arm or 
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alloca 
tion 
amongst 
the 
partners 
OT 
members , 


(i) that portion of the net wealth of the firm or association as 
is equal to the amount of its capital shall be allocated among the 
partners or members in the proportion in which capital has been 
contributed by them ; 

(il) the residue of the net wealth of the firm or association shall 
be allocated amongst the partnerg or members in accordance with 
the agreement of partnership or association for the distribution of 
assets in the event of dissolution of the firm or association or, in 
the absence of such agreement, in the proportion in which the partners 

or members are entitled to share the profits , 
and the sum total of amounts so allocated to a partner or member under 
clause (i) and clause (it) shall be treated as the value of the interest of 
that partner or member in the firm or association : 

Provided that in determining the net wealth of the firm or associa 
tion for the purposes of this rule , no account shall be taken of the ex 
emptions in sub -sections (1) and (1A ) of section 5 . 
Explanation . For the purposes of this rule, - - 

(a ) where the pet wealth of the firm or association computed 
in accordance with this rule includes the value of any assets located 
outside India , the value of the interest of any partner or member 
in the assets located in India shall be determined having regard to the 
proportion which the value of assets located in India diminished by 
the debts relating to those assets bears to the net wealth of the firm 
or association ; 

(b ) where the net wealth of the firm or association computed 
in accordance with this rule includes the value of any assets which 
are exempt from inclusion in the net wealth under sub - sections ( 1 ) 
and (1A ) of section 5 , the value of the Interest of a partner or mem 
ber shall be deemed to include the value of his proportionate share 
in the said assets and , the provisions of sub -sections (1) and (1A ) of 
section 5 shall apply to him accordingly ; 

(c ) where the net wealth of the firm or association computed 
In accordance with this rule includes the value of any assets referred 
to in sub -section (2 ) of section 5 , the value of the interest of a partner 
or member shall be deemed to include the value of his proportionate 
share in the said assets, and the provisions of sub - section ( 2 ) of 
section 5 shall apply to him accordingly . 


PART F 


LIFE INTEREST 


Valua . 
tlon di 
lite 
interest. 


17. (1 ) For the purposes of sub -section ( 1 ) of section 7, the value of 
the life interest of an assessee shall be arrived at by multiplying the 
average annual income that accrued to the assessee from the life in 
terest by the fraction minus 1 , where P represents the annual 
premium for a whole life insurance without profits on the life of the 
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life tenant for unit sum assured as specified in the Appendix to these 
rules , and d is equal tot being the rate of interest . 


Explanation . In this rule, - 

( a ) " life tenant" means a person for the duration of whose life 
the life interest is to subsist ; 

(6 ) " average annual income" means the average of the gross 
income derived by the assessee from the life interest during each 
year of the period ending on the valuation date , reduced by the 
average of the expenses incurred on the collection of such income in 
each of those years : 

Provided that the amount of the reduction for guch expenses 
shall, in no case , exceed five per cent of the average of the annual 
gross income: 

Provided further that in case the income so derived is for a period 
exceeding three years, only that income derived during the three 
years ending on the valuation date shall be taken into account; 

( c ) the rate of interest shall be 04 per cent per annum . 
( 2 ) Notwithstanding anything contained in sub -rule (1 ) , 

(a ) the Assessing Officer may , if he is of the opinion that in the 
case of the life tenant, a life insurance company would not take the 
risk of inguring his life at the normal premium rates in force but 
would demand a higher premium , vary the valuation suitably ; 

(b ) the value of the life interest so determined shall , in no case , 
exceed the value as on the valuation date as determined under this 
Schedule , of the corpus of the trust from which the life interest is 
derived . 


Valua 
tion of 
Jewellery . 


PART G 

Jewellery 
18 . The value of jewellery shall be 

(a ) where the value declared by the assessee in the return of 
net wealth does not exceed rupees five lakhs, and the return is 
supported by a statement in the prescribed form , the value so de 
clared in the return ; 

(b ) in any other case , subject to rule 19 , the price which in the 
opinion of the Valuation Officer , on a reference made to him under 
section 16A , the jewellery would fetch if sold in the open market 
on the valuation date . 

19. The value of any jewellery determined in accordance with clause 
(b ) of rule 18 for any assessment year (hereinafter referred to as the 
first assessment year ) , shall be taken to be the value of such jewellery 
for the subsequent four assessment years , subject to the following 
adjustments, namely : 

(a ) where the jewellery includes gold or silver or any alloy 
containing gold or silver , the value of such gold or silver or such 
alloy as on the valuation date relevant to the concerned subsequent 
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assessment year shall be substituted for the value of such gold or 
silver or alloy on the valuation date relevant to the first assessment 
year ; 

(b ) where any jewellery or part of jewellery is sold or otherwise 
disposed of by the assessee , or any jewellery or part of jewellery 
is acquired by him , on or before the valuation date relevant to the 
concerned subsequent year, the value of the jewellery determined 
for the first assessment year shall be reduced or increased , as the 
case may be, and the value as so reduced or increased shall be the 
value of the jewellery for such subsequent assessment year . 


Valua 
tion of 
aggets in 
other 
cases . 


PART H 

Residuary 
20 . (1 ) The value of any asset , other than cash , being an asset which 
is not covered by rules 3 to 19, for the purposes of this Act, shall be 
estimated to be the price which , in the opinion of the Assessing Officer, 
it would fetch if sold in the open market on the valuation date . 

( 2 ) Notwithstanding anything contained in sub -rule (1 ) , where 
the valuation of any asset referred to in that sub- rule is referred by the 
Assessing Officer to the Valuation Officer under section 16A , the value 
of such asset shall be estimated to be the price which , in the opinion 
of the Valuation Officer, it would fetch if sold in the open market on 
the valuation date . 

(3 ) Where the value of any asset cannot be estimated under this 
rule because it is not saleable in the open market the value shall be 
determined in accordance with such guidelines or principles as may 
be specified by the Board from time to time by general or special order . 

21. For the removal of doubts, it is hereby declared that the price 
or other consideration for which any property may be acquired by or 
transferred to any person under the terms of a deed of trust or through 
or under any restrictive covenant in any instrument of transfer shall 
be ignored for the purposes of determining under any provision of this 
Schedule, the price such property would fetch if sold in the open mar 
ket on the valuation date . 


Restrictivo 
cove 
nants 
to be 
Ignored 
in deter 
mining 
market 
value, 


[APPENDIX 
! ( See tule 17 ) 
TABLE OF ( to minus 1) 


Ago neacor hirth -day 


Promlum for 
unit sum 
dourad 


Pud 

- - 1) 
Valuo of lifo 
Interest of Rupee 
1 par annum at 
64 % rato of 
interest 


2 


3 


• 


. 


0 . 02906 


10. 100 
11. 999 


0 . 01590 
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0 . 01293 


12 . 517 
12 . 765 


0 .01162 


0 . 01095 


12 . 893 


0 .01065 
0 . 01058 


0 .01063 


0 . 01076 
0 .01095 
0 . 01117 
0 . 01142 
0 . 01169 
0. 01197 
0 .01226 
0 .01257 


12. 951 
12 .965 
12 .955 
12 . 930 
12 . 893 
12. 850 
12 . 803 
12 .751 
12 . 699 
12 . 644 
12 . 387 


0 . 01286 


12 . 534 


0 . 01319 


12 473 


0 . 01350 


0 . 01387 


12 . 417 
12 . 331 
12 . 273 


0 . 01431 


0 . 01469 


0 .01512 
0 . 01556 
0 . 01606 
0 . 01656 
0 . 01706 


12 207 
12 . 132 
12 .057 
11 . 972 
11 . 888 


11. 808 


0 . 01762 


0 .01823 
0 . 01894 
0 . 01962 
0 . 02037 


0 . 02112 


Q . 02194 


11. 715 
11 .614 
11 .509 
11 . 399 
11.283 
11 . 173 
11 .053 
10 . 927 
10 . 804 
10 . 675 
10 . 541 
10. 400 
10 . 249 
10. 093 


0 . 02281 


0 .02369 


0 . 02462 


0 . 02562 
0 . 02669 
0 . 02787 
0 . 02912 
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0 . 03044 
0 . 03181 
0 . 03325 
0 . 03475 
0 . 03637 
0 . 03806 
0 . 03987 
0 . 04181 


9 .932 
9 . 771 
9 . 607 
9 . 441 
9 . 267 
9 . 092 
8 . 911 
8 . 724 
8 . 533 


0 . 04387 


8 . 333 


8 . 130 


7 .926 
7. 722 


7 . 518 


0 . 04612 
0 . 04850 
0 . 05100 
0 . 05362 
0 .05637 
0 .05931 
0 . 06244 
0 . 06575 
0 . 06925 
0 . 07294 
0 . 07681 
0 . 08167 
0 . 08589 
0 . 09023 


7 . 310 
7.099 
6 . 888 


6 .676 


6 . 464 
6 . 255 
6 . 008 


5 . 806 


5 .610 


0 . 09473 


5 . 419 


0 . 09938 


5 . 234 
5 . 054 
4 . 879 


4 . 709 


0 . 10413 
0 . 10907 
0 . 11414 
0 . 11938 
0 . 12483 
0 . 13054 


4 . 543 
4 . 380 


4 . 220 


0 . 13652 


4 . 062 


0 .14278 
0 . 14936 


3 . 907 
3 . 753 


0 . 15627 


0 . 16356 
0 . 17123 
0 . 17937 
0 . 18796 


3 . 602 
3 . 453 
3 . 305 
3 . 160 


3 .016 


0 . 19706 


2 . 875] 
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CHAPTER IV 


AMENDMENTS TO THE GIFT-TAX Act, 1958 


CINTS TO TIT 


18 of 1958, 


79 . In section 3 of the Gift-tax Act, 1958 (hereafter in this Chapter 
referred to as the Gift -tax Act ) , in sub -section (1 ) , for the words " the 
Schedule " , the word and figure " Schedule I" shall be substituted . 


Amend 
ment of 
section 3 . 


80 . In section 5 of the Gift -tax Act , in sub -section (1 ) , after clause 
(iiid ), the following clause shall be inserted , namely :- - 


Amend 
ment of 
Noction 5 . 


(iiie ) being an individual who is a non -resident Indian , to any 
relative, of property in the form of the bonds specified under sub 
clause (iid ) of clause (15 ) of section 10 of the Income- tax Act : 


Provided that the exemption conferred by this clause shall be 
available only if the gift of such bonds is made after a period of three 
years from the date of their purchase : 


Provided further that where an individual, who is a non - resident 
Indian in any previous year in which the bonds are acquired , becomes 
a resident in India in any subsequent year , the provisions of this 
clause shall apply in respect of the gifts of property referred to in 
this clause in such subsequent year or any year thereafter . 


Explanation . - For the purposes of this clause , the expressions 


(a ) " relative " shall have the meaning assigned to it in 
clause (41) of section 2 of the Income- tax Act; 


(b ) " non -resident Indian " shall have the meaning assign 
ed to it in clause (e ) of section 115C of the Income- tax Act; . 


81. For section 6 of the Gift- tax Act, the following section shall be 
substituted , namely : 


Substitu 
tion of 
new gęc 
tion for 
section 6 . 


Value of 
gifts , how 
determin . 


“ 6 . ( 1) Subject to the provisions of sub -section (2 ) , the value of 
any property , other than cash , transferred by way of gift shall, for 
the purpose of this Act, be its value as on the date on which the gift 
was made and shall be determined in the manner laid down in 
Schedule II . 


ed . 


( 2) Where a person makes a gift which is not revocable for a 
specified period , the value of the property gifted shall be the capi 
talised value of the income from such property during the period 
for which the gift is not revocable ." , 


4 of 1988 . 


82. In section 10 of the Gift-tax Act [as substituted by section 164 
of the Direct Tax Laws (Amendment) Act, 1987 ), in sub - section ( 2 ) , 
in clause (5 ) , for the brackets and figure “ (5 ) ” , the brackets and figure 

are 
“ (4 ) ” shall be substituted and shall be deemed to have been substituted 
with effect from the 1st day of April, 1988 . 


Amend 
ment of 
gection 
10. 
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Amend 
ment of 
section 


83 . In section 15 of the Gift-tax Act [ as substituted by section 170 
of the Direct Tax Laws (Amendment ) Act, 1987 ), – 


4 of 1988. 


15 . 


(a ) in sub -section (1) , in clause (a ), after the proviso, the fol 
lowing proviso shall be inserted , namely : 


" Provided further that an intimation for any tax or interest 
due under this clause shall not be sent after the expiry of two 
years from the end of the assessment year in which the gifts 
were first assessable." ; 


(b ) after sub -section (1) , the following sub -section shall be 
inserted , namely : 


(1A ) (a ) Where in the case of any person , the taxable gift, 
as a result of the adjustments made under the proviso to clause 
(a ) of sub -section (1) , exceeds the taxable gift declared in the 
return by any amount, the Assessing Officer shall, - 


(1) further increase the amount of tax payable under 
sub -section (1 ) by an additional gift- tax calculated at the 
rate of twenty per cent . of the tax payable on such excess 
amount and specify the additional gift-tax in the intimation 
to be sent under sub -clause (i) of clause (a ) of sub - section 
( 1 ) ; 


( ii ) where any refund is due under sub - section ( 1) , re 
duce the amount of such refund by an amount equivalent to 
the additional gift-tax calculated under sub -clause (i) . 


(b ) Where as a result of an order under section 22 or section 
23 or section 24 or section 26 or section 28 or section 34, the 
amount on which additional gift-tax is payable under clause 
( a ) has been increased or reduced , as the case may be, the addi 
tional gift - tax shall be increased or reduced accordingly , and, 


( ) in a case where the additional gift-tax is increased , 
the Assessing Officer shall serve on the assessee a notice of 
demand under section 31 ; 


( ii ) in a case where the additional gift -tax is reduced , the 
excess amount paid , if any, shall be refunded . 


Explanation . For the purposes of this sub -section , “ tax 
payable on such excess amount" means the difference between 
the tax on the taxable gift and the tax that would have been 
chargeable had such taxable gift been reduced by the amount of 
adjustments . ; 


( c ) in sub -section (6 ) , in the opening portion , after the words 
" under this Act," , the words and figures " where under the provisions 
of section 6 read with Schedule JI. the fair market value of any 
property transferred by way of gift is to be taken into account in 
such assessment," shall be inserted . 
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Amead 
ment of 
pection 
18 . 


Amend 
ment of 
section 
16B , 


84 . In section 16 of the Gift - tax Act, in sub -section ( 1) [as substi 

tuted by clause (a ) of section 171 of the Direct Tax Laws (Amendment) 
4 or 1988 , Act, 1987 ), 

(a ) for the words " , for reasons to be recorded by him in writing , 
is of the opinion " , the words "has reasons to believe " shall be sub 
stituted ; 

(b ) after the proviso , the following proviso shall be inserted , 
namely : 

" Provided further that the Assessing Officer shall, before 
Issuing any notice under this sub -section , record his reasons for 

doing so ." 

85 . In section 16B of the Gift-tax Act [ as inserted by section 173 of 
4 of 1988. the Direct Tax Laws (Amendment) Act, 1987) , - . 

(a ) in sub -section (1) , 

(i) after the words " taxable gitts as determined " , the words , 
brackets and figures " under sub -section ( 1) of section 16 or" 
shall be inserted ; 

( ii ) for Explanation 1, the following Explanation shall be 
substituted , namely :-- 

Explanation 1. - In this sub - section , “ tax payable on the 
taxable gifts as determined under sub -section (1 ) of section 
15 " shall not include the additional gift-tax , if any , payable 
under section 15 . ; 

( lii) after Explanation 2 , the following Explanation shall bo 
ingerted , namely : 

Explanation 3 . In this fub -section , " tax payable on 
the taxable gifts as determined under sub -section (1) of gec 
ton 15 or on regular assessment" shall , for the purposes of 
computing the interest payable under section 14B , be deem 
ed to be tax payable on the taxable gifts as declared in the 

return . ; 
(b) in sub -section (3 ), – 

(1) after the words , brackets and figures " under sub - section 
( 1) of section 16 issued ", the words , brackets and figures " after 
the determination of taxable gifts under sub -section (1 ) of sec 
tion 15 or shall be inserted ; 

(li) after the words " taxable gifts as determined " , the words , 
brackets and figures " under sub - section (1) of section 15 or " 
shall be inserted ; 

(tii) the Explanation shall be omitted , 


L 


7 


Amend 
tent of 
section 
1T . 


4 of 1988. 


86 . In section 17 of the Gift-tax Act [as it stood immediately before 
its substitution by section 174 of the Direct Tax Laws (Amendment) 
Act, 1987 ), 

(a ) in sub -section (1 ), 

(1) clause (a ) shall be omitted ; 
( ii ) clause (t) shall be omitted ; 
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( iii) for clause (ii) , the following clause shall be substituted , 
namely : 

" ( ti ) in the cases referred to in clause (b ) , in addition to 
the amount of gift-tax payable by him , a sum which shall 
not be less than one thousand rupees but which may extend 
to twenty - five thousand rupees for each such failure ;" ; 

(iv ) for the proviso , the following proviso shall be substitu 
ted, namely : 

" Provided that in the cases referred to in clause (b ) , no 
penalty shall be imposable if the person proves that there 
was a reasonable cause for the failure referred to in that 
clause. " ; 

(v ) the following Explanation shall be inserted at the end , 
namely : 

" Explanation . - Where any adjustment is made in the 
taxable gifts declared in the return under the proviso to clause 
(a ) of sub - section (1 ) of section 15 and additional gift -tax 
charged under that section , the provisions of this sub -section 

shall not apply in relation to the adjustments so made. ; 
(b ) for sub -section (3) , the following sub -section shall be sub 
stituted , namely : 

" (3) No order imposing a penalty under sub- section (1) 
shall be made, 

(t) by the Income tax Officer, where the penalty ex 
ceeds ten thousand rupees; 

i) by the Assistant Commissioner , where the penalty 
exceeds twenty, thousand rupees, 
except with the prior approval of the Deputy Commissioner . " ; 

(c ) after sub-section (4 ) , the following sub -sections shall be in 
serted , namely : -- 

" (5 ) No order imposing a penalty under this section shall 
be passed 

(t) in a case where the assessment to which the pro 
ceedings for imposition of penalty relate is the subject -mat 
ter of an appeal to the Deputy Commissioner (Appeals ) or 
Commissioner (Appeals ) under section 22 or an appeal to 
the Appellate Tribunal under sub - section (2 ) of section 23 , 
after the expiry of the financial year in which the proceed 
Ings, in the course of which action for the imposition of 
penalty has been initiated , are completed , or six months 
from the end of the month in which the order of the Deputy 
Commissioner (Appeals ) or the Commissioner (Appeals ) or, 
as the case may be, the Appellate Tribunal is received by 
the Chief Commissioner or Commissioner , whichever is 
later ; 

(ii) in a case where the relevant assessment is the sub 
ject -matter of revision under sub -section (2 ) of section 24 , 
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after the expiry of six months from the end of the month 
in which guch order of revision is passed ; 

(iii) in any other case, after the expiry of the financial 
year in which the proceedings , in the course of which action 
for the imposition of penalty has been initiated , are com 
pleted , or six months from the end of the month in which 
action for imposition of penalty is initiated , whichever period 
expires later . 

Explanation . — In computing the period of Imitation for the 
purposes of this section , 

(1) the time taken in giving an opportunity to the asses 
see to be reheard under the proviso to section 38 ; and 

( ii ) any period during which a proceeding under this 
section for the levy of penalty is stayed by an order or in 

junction of any court, 
shall be excluded . 

(6 ) The provisions of this section as they stood immediately 
before their amendment by the Direct Tax Laws (Amendment) 
Act, 1989 shall apply to and in relation to any assessment for 
the assessment year commencing on the 1st day of April, 1988 , 
or any earlier assessment year and references in this section to 
the other provisions of this Act shall be construed as references 
to those provisions as for the time being in force and applicable 

to the relevant assessment year ." . 
87 . For section 17A of the Gift-tax Act ( as it stood immediately be 
fore its substitution by section 174 of the Direct Tax Laws (Amendment) 
Act, 1987 ], the following section shall be substituted , namely : 


4 of 1988. 


Substitu 
tion of 
Dew 
section 
for sec 
tion 17A , 
Penalty 


for 


17A . (1 ) If a person ,- - 

(a ) being legally bound to state the truth of any matter 
touching the subject of his assessment, refuses to answer any 
question put to him by a gift -tax authority in the exercise of 
his powers under this Act ; or 

(b ) refuses to sign any statement made by him in the 
course of any proceedings under this Act which a gift-tax 
authority may legally require him to sign ; or 

(c) to whom a summons is issued under sub -section (1) of 
section 36 , either to attend to give evidence or produce books of 
account or other documents at a certain place and time, omits 
to attend or produce the books of account or documents at the 

place and time, 
he shall pay , by way of penalty , a sum which shall not be less than 
five hundred rupees but which may extend to ten thousand rupees 
for each such default or failure : 

Provided that no penalty shali be imposable under clause (c ) 
if the person proves that there was reasonable cause for the sald 
failuic. 


failure 
to angwer 
questione, 
sign 
gtate 
monts , 
furnish 
informa 
tion , 
allow 
inspec 
tlon , ota 
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( 2 ) If a person fails to furnigh in due time any statement or in 
formation which such person is bound to furnish to the Assessing 
Officer under section 37, he shall pay, by way of penalty , & sum 
which shall not be less than one hundred rupees but which may 
extend to two hundred rupees for every day during which the 
failure continues : 

Provided that no penalty shall be imposable under this sub 
section if the person proves that there was reasonable cause for the 
said failure . 

(3 ) Any penalty imposable under sub -section (1 ) or sub 
section ( 2) shall be imposed,- - 

(a ) in a case where the contravention , failure or default in 
respect of which such penalty is imposable occurs in the course 
of any proceeding before a gift-tax authority not lower in rank 
than a Deputy Director or a Deputy Commissioner , by such gift 
tax authority ; 

(6 ) in any other case , by the Deputy Director or the Deputy 
Commissioner . 

(4 ) No order under this section shall be passed by any gift-tax 
authority referred to in sub - section (3 ) unless the person on whom 
penalty is proposed to be imposed has been heard or has been given 
a reasonable opportunity of being heard in the matter by such 
authority . 

Explanation . In this section , " gift- tax authority " includes A 
Director General Director, Deputy Director, Assistant Director or 
Valuation Oficer while exercising the powers vested in a court under 
the Code of Civil Procedure, 1908 , when trying a gult in respect of 
the matters specified in sub- section ( 1) of section 36 . . 

88 . In section 22 of the Gift- tax Act ( as amended by section 176 of 
the Direct Tax Laws ( Amendment) Act, 1987 ). 

(i) in sub -section (1) , in clause (d ) , the words, figures and 
letters " as it stood immediately before the 1st day of April, 1989 or 
under section 17 as amended by the Direct Tax Laws (Amendment) 
Act , 1987 " occurring at the end shall be omitted ; 

( it ) in sub -section (1A ) , for clause ( c ) , the following clause shall 
be substituted , namely : 

" (c ) objecting to any penalty imposed under sub -section ( 1) 
of section 17 with the previous approval of the Deputy Com 

missioner as specified in sub - section ( 3 ) of that section ;" . 
89. In section 25 of the Gift-tax Act, in sub - section (1 ) , after the 
word and figures " section 24 " , the words , figures and letter " or an order 
passed by the Director General or Director under section 17A ” shall be 
inserted . 
90 . In section 33A of the Gift- tax Act, -- 

( a ) in sub - section ( 1 ) , in the proviso [ag inserted by clause ( t) 
of section 180 of the Direct Tax Laws (Amendment) Act, 1987 ), in 
clause (6 ), for the words " total income" , the words " taxable gifts " 
shall be substituted ; 


5 of 1908. 


Amend 
ment of 
llection 
22 , 


4 of 1080 . 


4 of 1988 . 


Amend 
ment of 
section 
25 . 
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section 
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(b ) in sub -section (4B ) [as inserted by section 180 of the Direct 
Tax Laws (Amendment) Act , 1987 ], - - 

(1) in clause (a ) , for the words " Where, in pursuance of 
any order passed under this Act , the refund of any amount be 
comes due to the assessee " , the words " Where refund of any 
amount becomes due to the assessee under this Act," shall be 
substituted ; 

( ii ) in clause (c ) , after the words " an order under " , the 
words , brackets and figures " sub -section (3) or sub -section (5 ) 

of section 15 or " shall be inserted , 
91 . In section 34 of the Gift-tax Act [ as amended by section 186 of 
the Direct Tax Laws (Amendment) Act, 1987 ], in sub -section (1) , in clause 
( c ) , the words , figures and letter " or section 22A " shall be omitted . 

92 . After section 35D of the Gift -tax Act, the following section shall 
be inserted , namely : 


4 of 1988. 


Amend 
ment of 
section 
34. 
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tion of 
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section 
35E , 
Proof 


of 
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" 35E , Entries in the records or other documents in the custody of 
a gift _tax authority shall be admitted in evidence in any proceedings 
for the prosecution of any person for an offence under this Act, and 
all such entries may be proved either by the production of the re 
cords or other documents in the custody of the gift-tax authority 
containing such entries, or by the production of a copy of the entries 
certified by the gift - tax authority having custody of the records or 
other documents under its signature and stating that it is a true copy 
of the original entries and that such original entries are contained 
in the records or other documents in its custody . " . 

93 . In section 45 of the Gift - tax Act, for Explanations 1 and 2 [as 
they stood immediately before their substitution by section 184 of the 
Direct Tax Laws (Amendment) Act, 1987 ], the following Explanation 
shall be substituted , namely : 

Explanation 1. – For the purposes of clause ( b ) , the term " amal 
gamation " shall have the meaning assigned to it in clause (1B ) of 
section 2 of the Income-tax Act. . 


4 of 1988, 


Amend 
ment of 
section 
45 , 


Inøer 
tion of 
new 
Schedule 


II . 


94 . In the Gift- tax Act, the existing Schedule shall be renumbered 
as Schedule I and after Schedule I as 80 renumbered , the following Scho 
dule shall be inserted , namely : -- 

" SCHEDULE II 

[See section 6 ( 1) ] 
Rules for determining the value of property gifted 
The value of any property , other than cash , transferred by way of 
gift shall, for the purposes of this Act, be determined in accordance with 
the provisions of Schedule III to the Wealth -tax Act, which shall apply 
subject to the following modifications, namely : - - 
In the said Schedule, 

(a ) references by whatever form of words to the Wealth tax 
Act shall be construed as references to this Act; 


of 
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(b ) in rule 5 , the reference to the year ending on the valuation 
date shall be construed as a reference to the previous year as defined 
in this Act; 


(c) save as provided in clause (b ), references to the valuation date 
shall be construed as references to the date on which the gift was 
made; 


( d ) reference to section 7 of the Wealth -tax Act shall be con 
strued as references to section 6 of this Act; 


( e ) references to section 16A of the Wealth -tax Act shall be 
construed as references to sub - section (6 ) of section 15 of this Act .” . 


CHAPTER V 


Amend 
ment of 
Act 4 of 
1988 . 


WS 


AMENDMENTS TO THE DIRECT TAX LAWS (AMENDMENT ) ACT, 1987 
95. In the Direct Tax Laws (Amendment) Act, 1987, 
( a ) in section 3 , 

( 1) clauses (p ) and (s) shall be omitted ; 

(2 ) in clause (r ) , after the words " shall be substituted ", 
the words, figures and letters " and shall be deemed to have 
been substituted with effect from the 1st day of April, 1988 " 
shall be inserted ; 
(b) in section 6, clauseg (a), (k ) and (1) shall be omitted ; 
(c ) sections 7 and 8 shall be omitted ; 
(d ) in section 9, clause (a ) shall be omitted ; 

(e ) in section 10, for the figures, letters and word " 35, 35B , 35C , 
35CC , 35CCA and 35CCB " , the figures, letters and word “ 35B , 35C 
and 35CC " shall be substituted ; 

(f) in section 13, clause (ii) shall be omitted ; 
(g) sections 16 , 17, 18, 19, 20, 21 , 24, 26 and 29 shall be omitted ; 
(h ) in section 25, clauses (a), (b ), (d ) and (e) shall be omitted ; 
(i) in section 61, 

(1) clause (a ) shall be omitted ; 


(2 ) in clause (c ), the brackets, figure and letter " (5B ) ," 
shall be omitted ; 

(i ) sections 62 , 63, 66 , 67, 68 , 69, 71 , 72 , 100 , 101 and 122 shall be 
omitted ; 
( ic ) in section 64, 

(1) clause (a) shall be omitted ; 

(2 ) in clause (b ) , the words, brackets and Agures " sub 
sections (2 ) and (3 ) , and " shall be omitted ; 
(l) in section 88 , clause (b ) shall be omitted ; 
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(m ) section 106 shall be omitted ; 
(n ) in section 124, — 

(1) clauses (3), (6), (8), (9), ( 10 ), (11), (13) , 
( 14 ), ( 16 ), ( 19 ) and ( 22 ) shall be omitted ; 

(2 ) in clause (5 ) , sub -clause (i) shall be omitted ; 

(3 ) in clause (12 ) , for the words " Income-tax Officer ” , the 
words " Assessing Officer " shall be substituted ; 

(4 ) in clause (24 ), for the words " Income-tax Officer" , the 
words " Assessing Officer " shall be substituted ; 

(0) in section 126 , clauses (5 ), (8) , ( 11) , (13), (23) and (28) 
shall be omitted ; 

(p) sections 142, 143, 144 , 147, 174, 175 and 177 shall be omitted ; 

( 9 ) in section 149 , in clause (a ) , after the words " shall be sub 
stituted " , the words, figures and letters " and shall be deemed to 
have been substituted with effect from the 1st day of April, 1988 " 
shall be inserted ; 

(r) in section 160, clauses (1 ) and (2 ) shall be omitted ; 

(3 ) in section 179, in clause ( a ) , after the words " shall be sub 
stituted " , the words, figures and letters " and shall be deemed to 
have been substituted with effect from the 1st day of April , 1988" 
shall be inserted ; 

(t) in section 184 , clauses (c ) and ( d ) shall be omitted ; 
(u) in section 186, ciause (2) shall be omitted . 


The above Bill has been passed by the Houses of Parliament. 

I hereby certify that this Bill is a Money Bill within the meaning of 
article 110 of the Constitution of India . 


V . S . RAMA DEVI, 
Secy . to the Govt. of India . 


CORRIGENDA 


In the Direct Tax Laws (Amendment ) Act , 1987 (4 of 1988 ) as published 
in the Gazette of India , Extraordinary , Part II, Section 1, dated the 
27th January , 1988 (Issue No. 4 ) 

( 1) at page 2, in line 27 , for " ( 3 ) ” , read " ." ; 

( 2 ) at page 40, in the marginal heading to section 54 , for " substi 
tution of new section 147 and 148." , read " Substitution of new sections 
for sections 147 and 148 ." ; 

(3 ) at page 98 , în line 13, for " othre ", read " other " ; 
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(4 ) at page 110 , in line 16 , for " reference " , read " references" ; 
( 5) at page 122, in line 3 , 

( i) for "monht or" , read "month or” ; 

( ii ) for " commencing of" , read " commencing on " ; 
(6 ) at page 124 , for the marginal heading of section 17A , read 
" Penalty for failure to answer questions, sign statements, furnish 
information , allow inspections, etc." ; 

( 7) at page 133, in line 14 , for " authorties” , read " authorities” . 


CORRIGENDA 


In the Narcotic Drugs and Psychotropic Substances (Amendment) Act, 
1988 (2 of 1989) as published in the Gazette of India, Extraordinary , 
Part II , Section 1, dated the 9th January, 1989 ( Issue No. 2 ) — 

( 1) at page 3, in line 10 , for " duee" , read " due" ; 

(2) at page 5 , in line 29 , for " 6a ( 7) , 7, 8, 9, 10 , 9) ”, read " Ba (7) , 
7, 8 , 9, 10, 9 ( 11) " ; 

(3) at page 5, in line 30, for " 1, 500 gram ” , read " 1, 500 grams” ; 
(4 ) at page 5 , in line 31, for “ 1,500 gram " , read " 1,500 grams" ; 
(5 ) at page 5 , in line 32, for " 1 ,500 gram " , read " 1,500 grams" ; 

(6 ) at page 5 , in line 33 , for " Psychotropic substances" , read 
" Psychotropic Substances" ; 

( 7) at page 5 , in line 34 , for " 1,500 gram " , read " 1,500 grams" ; 

(8) at page 6 , in line 16 , for " such areas" , read " such area or 
areas " ; 

( 9 ) at page 6 , in line 17 , for " single Judge ” , read " single judge " ; 
( 10 ) at page 9 , in line 2 , for " orclass” , read " or class" ; 

(11) at page 10, in line 34 , for " de -toxification " , read " detoxifica 
tion " ; 


( 12 ) at Page 11, in line 22 , for " set aside bv " , read " set aside by " ; 
( 13 ) at page 16 , in line 5 , for " notic" , read " notice " ; 
( 14 ) at page 16 , in line 49 , for " section 681" , read " section 681" ; 

( 15 ) at page 17, in line 41 , for " tion 68F , section 681, sub -section 
( 1) of section 68K of section 68L " , read tion 68F , section 681, sub 
section (1) of section 68K or section 68L " ; 

( 16 ) at page 20 , in the marginal heading to section 68Y , for 
" proceedings have this taken been under Chapter" , read " proceedings 
have been taken under this Chapter " . 
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